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COMPANY  PROFILE 


NATIONAL  COLLEGE  SERVICES 
LTD. 

600  South  Frederick  Avenue 
2nd  Floor 

Gaithersburg,  MD  20877 
(301)258-0717 


Dr.  Hernnan  Davis,  President 
Private  Company 
Total  Employees:  16 
Total  Revenue,  Fiscal  Year  End 
6/30/89:  $650,000 


The  Company  National  College  Services  Ltd.,  founded  in  1978,  provides 

application  software,  processing  services,  and  professional  services 
to  educational  institutions  relating  to  scholarship  information 
management.  The  company  maintains  a data  base  of 
approximately  250,000  identifiable  awards/scholarships. 

The  company's  fiscal  1989  revenue  reached  $650,000,  a 30% 
increase  over  fiscal  1988  revenue  of  $500,000.  The  company 
anticipates  that  fiscal  1990  revenue  will  reach  $1  million. 


Key  Products  and 
Services 


Approximately  55%  of  National  College  Services'  fiscal  1989 
revenue  was  derived  from  application  software,  35%  from 
processing  services,  and  10%  from  professional  services  consulting. 


National  College  Services'  primary  product  is  Computer  Assisted 
Scholarships  for  Higher  Education  (CASHE)  which  is  available  to 
clients  for  license  as  a software  product  or  as  a processing  service. 


• The  software  is  available  for  HP  3000  minicomputers  and  IBM 
and  compatible  microcomputers.  There  are  currently  over 
2,000  CASHE  installations,  the  majority  of  which  are  on 
microcomputers. 


• There  are  currently  approximately  ten  CASHE  processing 
clients. 


EPSILON  is  a congressional  methodology  needs  analysis  system 
that  assists  students  in  identifying  the  criteria  used  by  government 
agencies  to  select  scholarship  recipients. 

• The  software  is  marketed  to  high  schools  and  other  educational 
institutions  and  is  available  for  HP  3000  systems  and  IBM  and 
compatible  microcomputers. 
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Current  contracts  include  the  following: 

• National  College  Services  has  a multi-year,  $500,000  contract 
with  the  Department  of  Defense  (DoD)  to  provide  scholarship 
data  base  services  to  the  DoD's  defense  schools  located  outside 
the  U.S. 

• In  November  1989,  the  company  was  awarded  a $100,000 
contract  by  the  United  Mine  Workers  to  manage  the  union's  $6 
million  scholarship  fund. 

National  College  Services  no  longer  actively  markets  the 

SAPERS/3000  or  SOONER/3000  software  products. 

Industry  Markets 

National  College  Services'  revenue  is  derived  from  educational 
institutions  and  other  organizations  involved  in  managing 
scholarship  information. 

Geographic 

Markets 

One  hundred  percent  of  National  College  Services'  fiscal  1989 
revenue  was  derived  from  the  U.S. 

In  addition  to  direct  marketing,  the  company  has  three 
representatives  selling  the  CACHE  software  product  across  the 

U.S. 

Computer 

Hardware 

National  College  Services  has  an  HP  3000  installed  at  its 
headquarters  in  Gaithersburg  in  support  of  its  processing  services. 
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COMPANY  PROFILE 


NASTEC  CORPORATION  Steve  Manz,  President 

24681  Northwestern  Highway  Private  Corporation 

Southfield,  MI  48075  Total  Employees:  120(11/88) 

(313)  353-3300  Total  Revenue,  Fiscal  Year  End 


12/31/87:  $10,000,000* 

* INPUT  estimate 

The  Company 

Nastec  Corporation,  founded  in  1982,  provides  computer-aided 
software  engineering  (CASE)  software  products  and  associated 
education  and  consulting  support  services. 

The  company’s  strategy  is  to  provide  CASE  support  across  the 
entire  systems  development  life  cycle. 

Nastec  competitors  include  Knowledge  Ware,  Index  Technology, 
and  Texas  Instruments. 

Key  Products  and 
Services 

INPUT  estimates  that  90%  of  Nastec's  1987  revenue  was  derived 
from  its  CASE  software  licenses  and  10%  was  derived  from 
associated  education  and  consulting  support  services. 

Nastec's  CASE  2000  products  work  together  to  automate  systems 
development  in  the  areas  of  requirements  cataloging  and 
management;  structured  analysis  and  structured  design,  including 
real-time  system  modeling;  data  modeling  and  data  base  design; 
documentation  and  document  production;  and  project 
management  and  control. 

• DesignAid*^  is  a complete  system  for  structured  analysis  and 
system  design  that  automatically  checks  diagram  consistency 
and  supports  interactive,  multi-user  acccess  to  data  dictionaries. 

- DesignAid  supports  Yourdon/Demarco  methodologies  and 
diagramming  for  structure  charts,  process  flow,  flow  charts, 
Nassi-Schneiderman  charts,  Jackson  diagrams,  Warnier-Orr, 
Gane/Sarson,  HIPO,  and  decision  tables. 

- Documentation  support  includes  integrated  graphics  - on 
screen  and  in  print  - and  reporting  capabilities.  Forms, 
screens,  and  reports  can  be  prepared  using  standard  or  user- 
defined  graphics. 
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- DesignAid  also  supports  local-area  networks  for  PCs,  and 
DEC'S  DECnet  for  VAXstations, 

- The  DesignAid  single  license  price  is  $6,900  for  IBM  PC  and 
compatibles  and  DEC  VAXstation  versions.  There  are 
currently  8,000  systems  installed. 

- The  DesignAid  Data  Modeling  option  provides  support  for 
data  modeling  and  entity-relationship  diagrams  for 
information  systems  engineering  and  data  base  design.  This 
option  is  priced  at  $1,500  and  features  automatic  analysis, 
consistency  checking,  and  easy  error  correction. 

- The  DesignAid  Real-Time  option  supports  Ward/Mellor 
and  Hatley  diagramming  for  real-time  systems,  including 
state  transition  diagrams.  This  option  is  priced  at  $1,500  and 
features  automatic  analysis  and  consistency  checking  of 
control  flows  and  processes  to  state  transition  diagrams. 

- Nastec  also  offers  CASE  2000  TELON  Interface,  an  option 
for  DesignAid  running  in  a PC  environment  to  access 
Pansophic  System's  TELON  application  generator  running  in 
a mainframe  or  PC  environment.  The  interface  is  priced  at 
$9,900  for  a site  license. 

• LifeCycle  Manager*^  is  an  interactive,  on-line,  project  planning 
and  work  management  system  that  includes  a tailorable  life 
cycle  methodology  (Project  Management  Guidelines^)  and 
support  for  commercial  or  user-specified  methodolgies. 

- Project  planning  features  include  estimates,  risk  assessment, 
schedules,  and  project  planning  reports. 

- Work  management  features  include  scheduling,  assigning 
and  tracking  responsibility,  and  logging  project  time. 

- A DesignAid  interface  provides  access  to  a multi-user  data 
base  for  development  schedules,  changed  priorities,  and 
reporting. 

- LifeCycle  Manager  is  priced  from  $3,800. 

• DesignAid  and  LifeCycle  Manager  operate  on  DEC 
VAXstation  II  and  2000  systems,  running  VAX/VMS  Version 
4.4  or  higher,  and  IBM  PC  XT,  AT,  and  compatibles  and  IBM 
PS/2  Model  30,  50,  60,  80  systems  running  PC-DOS  or  MS- 
DOS. 
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Industry  Markets 


• RTrace™  is  a DEC  VAX-based  system  for  requirements 
management,  analysis,  and  allocation. 

- RTrace  is  designed  to  meet  the  reporting  and  requirements 
tracing  for  the  U.S.  Department  of  Defense  DoD-STD 
2167A  and  will  also  operate  with  any  life  cycle  methodology 
for  government,  civilian,  or  private  industry  development. 

- RTrace  includes  user-defined  categories  for  organization, 
mapping  user  requirements  to  detailed  system  requirements, 
and  compliance  tracing  at  low  levels  of  detail. 

- RTrace  is  priced  at  $30,000. 

Nastec's  Consulting  and  Education  Division  provides  a series  of 
educational  courses,  workshops,  and  consulting  services  to  assist 
clients  in  implementing  CASE. 

• Courses  are  available  at  Nastec's  headquarters  and  at  the 
client's  site. 

• Nastec  has  trained  over  3,000  developers,  consultants,  and 
managers  in  CASE  technology  and  practical  applications 
worldwide. 

Nastec's  Technology  Transfer  Program™,  introduced  in  1988, 
combines  a customized  implementation  program,  educational 
courses  in  CASE,  Nastec  CASE  software  products,  and  consulting 
services  to  assist  clients  in  their  implementation  of  CASE.  Pricing 
for  the  program  is  based  on  a combination  package  of  25 
DesignAid  licenses  and  support. 


Nastec's  software  products  are  targeted  to  Fortune  1000 
companies. 

Clients  include  American  Airlines,  RCA,  Citibank,  Texaco,  Ford 
Aerospace,  and  the  Internal  Revenue  Service. 
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Geographic 

Markets 

Nastec  is  headquartered  in  Southfield  (MI)  and  has  regional  sales 
offices  in  Cincinnati  (OH),  Oak  Brook  (IL),  Dallas  (TX),  Hartford 
(CT),  Irvine  and  Redwood  City  (CA),  Miami  (FL),  New  York 
(NY),  King  of  Prussia  (PA),  River  Vale  (NJ),  St.  Paul  (MN),  and 
Falls  Church  (VA). 

Nastec  has  international  distributors  in  the  U.K.  (Hoskyns  Group 
pic),  Italy,  France,  Finland,  Denmark,  and  Canada. 
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NASTEC 

24681  Northwestern  Highway 
Southfield,  Ml  48075 
(313) 353-3300 


James  McGuire,  President  and  CEO 
Private  Corporation 
Total  Employees;  70 
Total  Revenue,  Fiscal  Year  End 
12/31/85;  $7,000,000* 


THE  COMPANY 

• Nastec,  founded  in  1982,  provides  systems  software  products  and  the  associ- 
ated support  services  for  customers  across  industry  sector.  Originally 
developed  for  Convergent  Technologies  workstations,  these  systems  were 
later  introduced  for  the  IBM  PC,  PC/XT,  PC/AT,  and  3270.  The  company 
continues  to  provide  support  services  for  its  installed  base  of  Convergent 
Technologies  systems. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Nastec's  1985  revenue  was  derived  from  systems 
software  and  associated  support  services. 

• Nastec's  IBM  PC-based  products  and  services,  collectively  called  Nastec 
CASE  2000,  focus  on  automating  the  entire  software  development  life  cycle. 
Current  products  include  the  following; 

DesignAid  is  an  application  development  tool  that  aids  systems  analysts 
and  systems  programmers  in  structured  analysis,  design,  and  documen- 
tation of  software. 

. Introduced  in  1982  for  Convergent  Technologies  workstations, 

the  program  is  currently  available  for  the  IBM  PC,  PC-XT,  and 
PC-AT,  and  3270.  The  new  conversions  were  introduced  in 
March  1 985. 

. DesignAid  provides; 

Integrated  graphics  and  text  for  documentation  support. 
Design  dictionary  to  catalog  elements  of  system  design. 
Analysis  capabilities  to  verify  the  accuracy  and 
completeness  of  design  documents. 

Powerful  keyboard  macros. 

File  nesting  for  direct  access  to  an  unlimited  number  of 
files. 

Over  50  pre-defined  symbols  plus  freehand  symbol 
drawing. 

*1NPUT  estimate 
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. Design  Aid  sells  for  $6,900.  Volume  pricing  is  also  available. 

JaDesign  is  an  extension  to  DesignAid  that  provides  on-line  support  for 
IBM's  JAD  (Joint  Application  Design)  methodology.  JaDesign  permits 
users  and  developers  to  complete  forms  and  create  deliverables  during 
the  JAD  sessions—reducing  by  as  much  as  80%  the  time  required  to 
complete  JAD  documentation.  JaDesign  was  introduced  in  September 
1985  and  sells  for  $5,000. 

LifeCycle  Manager,  which  supports  DesignAid,  combines  the  features 
of  a project  manager  workbench  and  an  analyst  tool  kit  to  support  each 
phase  of  systems  development. 

. LifeCycle  Manager  includes; 

Project  planning,  definition,  and  estimation  capabilities. 
On-line  task  assignment. 

Automatic  status  reporting. 

Direct  access  to  DesignAid  for  creating,  defining,  and 
validating  deliveries. 

Electronic  mail  for  each  communication  between  team 
members. 

Automated  quality  review  procedures. 

Project  data  base  for  use  by  the  entire  team. 

Support  for  development  methodology  or  life  cycle. 

. LifeCycle  Manager  was  introduced  in  September  1984  for 

Convergent  Technologies  workstations  and  is  currently  available 
for  the  IBM  PC,  PC-XT,  PC-AT,  and  3270.  The  new  versions 
were  introduced  in  February  1986. 

. LifeCycle  Manager  sells  for  $2,700;  volume  pricing  is  also 

available. 

Hostlink  is  an  information  sharing  product  which  provides  CASE  2000 
users  with  access  to  IBM  host  computers. 

. Introduced  in  1986,  Hostlink  offers  the  following: 

Central  storage  on  an  IBM  host  for  design  dictionaries 
and  deliverables. 

Ability  to  transport  dictionaries,  either  totally  or  selec- 
tively between  IBM  hosts  and  IBM  PCs. 

Promotes  communication  among  project  team  members. 

. HostLink  is  priced  at  $10,000  for  the  host  and  $100  per  personal 
computer  workstation. 
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DocumentOrr,  introduced  in  1984,  is  an  extension  to  DesignAid  that 
provides  on-line  support  for  the  Data  Structured  Systems  Development 
(DSSD)  methodology. 

. DocumentOrr  provides: 

A DSSD  forms  library. 

Direct  access  to  DesignAid  for  creating  all  design 
deliverables. 

Validation  of  entity  diagrams. 

Ability  to  generate  input  for  KOA  Structure(s),  a COBOL 
code  generator. 

. DocumentOrr  sells  for  $6,900. 

SafeSpan,  used  in  Department  of  Defense  software  development, 
provides  a bridge  between  DesignAid  and  PSL/PSA  (a  host-based  design 
tool)  allowing  developers  to  use  standard  graphic  design  notation 
without  needing  to  learn  PSL  syntax.  SafeSpan  was  introduced  in 
September  1985  and  sells  for  $1,700. 

• As  a result  of  a joint  marketing  agreement  with  Tarkenton  Software,  Nastec 
introduced  the  following  two  software  products: 

GAMMA,  developed  by  Tarkenton,  is  a COBOL  application  generator 
that  runs  on  IBM  mainframes. 

. By  generating  program  code  automatically,  program- 

mers/analysts report  that  they  can  produce  new  systems  four  to 
ten  times  faster  than  if  the  code  is  written  by  hand.  With  the 
product,  maintenance  documentation  is  produced  automatically. 

. GAMMA  sells  for  $ 1 86,000. 

GammaLink  provides  a bridge  between  DesignAid  and  GAMMA  and 
allows  file  transfers  between  the  two  products  and  source  code  to  be 
generated  automatically.  GammaLink  costs  $10,000  per  site  license. 

• Nastec  provides  clients  with  support  through  on-line  training  aids,  self-paced 
tutorials,  hot-line  service,  and  on-call/on-site  maintenance,  consulting,  and 
seminars. 

INDUSTRY  MARKETS 

• Nastec's  1985  revenue  was  derived  from  clients  across  industry  sectors. 

• Nastec  targets  Fortune  500  companies  and  the  Department  of  Defense. 
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GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  Nastec's  1985  revenue  was  derived  from  U.S.  markets. 

• The  company  has  sales  offices  located  in  the  following  cities;  Dallas  (TX), 
Detroit  (Ml),  Hartford  (CT),  Los  Angeles  (CA),  New  York  (NY),  and 
Washington,  D.C. 

COMPUTER  HARDWARE 

• Nastec  has  IBM  microcomputers  and  Convergent  Technologies  workstations 
installed  on-site. 


4 of  4 

October  1986 


©1986  by  INPUT.  Reproduction  Prohibited 


INPUT 


COMPANY  PROFILE 


NCA  CORPORATION 
3250  Jay  Street 
Santa  Clara,  CA  95054 
(408)  986-1800 


Mark  W.  Ciotek,  Chairman 
John  C.  Cavalier,  President  and  CEO 
Public  Corporation  OTC 
Total  Employees:  163 
Total  Revenue,  Fiscal  Year  End 
12/31/85:  $21,744,000 


THE  COMPANY 

• NCA  Corporation,  founded  in  1969  as  a custom  software  and  contract 
programming  company,  began  offering  packaged  application  software  products 
in  1975.  NCA  currently  provides  software  and  processing  for  manufac- 
turing/financial planning  and  control  applications  (MAXCIM"^  ),  and  profes- 
sional services  to  the  manufacturing  industry. 

• Revenue  for  1985  was  $21.8  million,  an  8%  decrease  from  $23.6  million  in 
1984.  Net  losses  in  1985  were  $5.4  million  compared  to  net  income  of 
$225,000  in  1984.  A five-year  financial  summary  follows: 
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NCA  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


YEAR 

ITEM 

1985 

1984 

1983 

1982 

1981 

Revenue 

. Percent  increase 
(decrease)  from 

$21,744 

$ 23,582 

$ 16,538 

$ 13,557 

$ 12,576 

previous  year 
Income  (loss)  before  taxes 

(8%) 

43% 

22% 

8% 

79% 

and  extraordinary  item 
. Percent  increase 
(decrease)  from 

$ (5,524) 

$ (1,132) 

$ (339) 

$ 9 

$ 2,948 

previous  year 

(388%) 

(234%) 

* 

(100%) 

1 00% 

Net  income  (loss) 

. Percent  increase 
(decrease)  from 

$ (5,406) 

$ 225 

$ 107 

$ 563 

$ 1,682 

previous  year 
Earnings  (loss)  per 

* 

1 1 0% 

(81%) 

(67%) 

108% 

share 

. Percent  increase 
(decrease)  from 

$ (2.01) 

$ 0.08 

$ 0.04 

$ 0.21 

$ 0.71 

previous  year 

* 

100% 

(81%) 

(70%) 

61% 

*Percent  change  exceeds  1 ,000% 


Beginning  in  the  first  quarter  of  1984  NCA  changed  its  method  of  recording 
revenue  on  MAXCIM  licenses  from  recognizing  such  revenue  upon  installation 
of  the  product  to  recognizing  the  revenue  upon  execution  of  a contract  and 
concurrent  shipment  of  the  product. 

The  effect  of  the  accounting  change  on  1984  income  before  cumulative 
effect  reduced  losses  by  $676,000. 

The  cumulative  effect  for  prior  years  added  $835,000  to  1984  income, 
resulting  in  net  income  of  $225,000. 

A review  of  1983  revenue  reporting  for  MAXCIM  licenses  indicated  that 
$1,695,000  of  1983  revenue  and  pre-tax  income  should  not  have  been  recorded 
until  1984  and  royalty  income  of  $350,000  recorded  in  1983  should  have  been 
deferred  ($250,000  in  1984  and  $100,000  in  1985).  1983  financials  have  been 
restated  to  correct  these  errors. 
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• In  July  1985  NCA  sold  its  Computer  Services  Group,  which  provided  remote 
and  botch  processing  services,  to  a group  of  former  employees  for  approxi- 
mately $469,000.  NCA  continues  to  offer  MAXCIM  processing  through  its 
Manufacturing  Systems  Group. 

• In  Decerriber  1985  NCA  discontinued  operations  of  its  subsidiary,  AVERA 
Corporation.  Avera  granted  a worldwide  non-exclusive  license  to  Silvar-Lisco 
of  Menlo  Park  (CA)  for  Avera's  EDS-2000  interactive  graphics  editor  software 
package  for  electronics  design. 

Avera  was  acquired  by  NCA  in  August  1984  for  12,000  shares  of  NCA's 
common  stock. 

• In  March^^l986  NCA  sold  its  NCA/Design  Verification  System^'^- 
(NCA/DVS^“  ) computer-aided  design  (CAD)  software  package  to  Silvar- 
Lisco.  NCA  has  received  $939,000  in  cash  and  may  receive  the  proceeds  from 
certain  Design  Automation  Group  (DAG)  license  and  royalty  agreements  that 
are  expected  to  be  executed  in  1986.  Silvar-Lisco  assumed  NCA  liabilities  of 
$369,000  and  is  obligated  to  collect  the  outstanding  DAG  receivables 
($1,441,000)  for  NCA. 

NCA/DVS  was  developed  and  marketed  by  DAG  and  was  DAG's  primary 
product.  NCA/DVS  is  a CAD  verification  system  that  takes  finished 
integrated  circuit  design  layout  data  from  graphics  and  pattern 
generation  systems  and  checks  them  for  conformity  to  manufacturing 
and  design  specifications. 

As  a result  of  the  sale,  DAG  operations  were  discontinued. 

• NCA  is  organized  into  two  groups  as  follows; 

Manufacturing  Systems  Group  markets  the  MAXCIM  manufac- 
turing/financial software  product  line  and  provides  interactive  proces- 
sing services  using  these  applications. 

Consulting  Services  Group  provides  professional  services  software 
development  and  consulting.  Consulting  Services  Group  includes  the 
operations  of  The  Systems  Practice  (TSP)  (Los  Gatos,  CA),  a NCA 
subsidiary  which  was  acquired  in  December  1984  for  100,000  shares  of 
NCA's  common  stock. 

• As  of  March  31,1 986,  NCA  had  1 63  employees. 
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KEY  PRODUCTS  AND  SERVICES 

• A four-year  summary  of  source  of  revenue,  as  provided  by  NCA,  follows; 


NCA  REVENUE  BY  PRODUCT  AREA 
($  thousands) 


FISCAL  YEAR 

1985 

ITEM 

1984 

1983 

1982 

Manufacturing  Systems 

$1 

Group 

. Percent  increase 

7,387 

$ 

15,372 

$ 

8,723 

$6,490 

from  previous  year 

13% 

76% 

34% 

7% 

Design  Automation  Group 

$ 

3,133 

$ 

5,534 

$ 

4,847 

$3,963 

. Percent  increase 

(decrease)  from 
previous  year 

(43%) 

14% 

22% 

0% 

Computer  Services 

Group 

$ 

807 

$ 

2,093 

$ 

2,015 

$ 1 ,803 

. Percent  increase 

(decrease)  from 
previous  year 

(61%) 

4% 

12% 

9% 

Consulting  Services 

Group 

. Percent  increase 

$ 

318 

$ 

243 

$ 

609 

$ 753 

(decrease)  from 

previous  year 

31% 

(60%) 

19% 

N/A 

Interest  and  other 

income 

$ 

99 

$ 

340 

$ 

344 

$ 548 

Total 

$2 

1,744 

$ 23,582 

$ 

16,538 

$13,557 

NCA  derived  approximately  73%  of  1985  revenue  from  software  products,  4% 
from  education  and  training  services  to  MAXCIM  users,  21%  from  remote 
computing  and  batch  processing  services,  and  the  remaining  2%  from  profes- 
sional services,  interest,  and  other  income. 

The  Manufacturing  Systems  Group  derived  approximately  $13.7  million 
from  MAXCIM  software  sales  and  maintenance  and  $3.7  million  from 
interactive  processing  of  MAXCIM  applications. 

The  Design  Automation  Group  (DAG)  derived  its  revenue  from  CAD 
verification  software  sales  and  batch  processing  of  CAD  applications. 
DAG'S  primary  product  was  sold  to  Silvar-Lisco  in  March  1986. 
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The  Computer  Services  Group  derived  all  of  its  revenue  from  remote 
computing  and  batch  processing  services.  The  Computer  Services 
Group  was  sold  to  former  employees  in  July  1985. 

The  Consulting  Services  Group  (TSP)  derived  all  of  its  revenue  from 
professional  services. 

MAXCIM  (formerly  MS- 1 I and  FS-I  I)  applications  software  is  designed  to 
meet  manufacturing  and  financial  management  information  requirements  for 
planning,  analysis,  and  control  in  a manufacturing  environment. 

Prior  to  1982  MAXCIM  was  available  on  the  DEC  PDP-11  series  of 
minicomputers  and  was  marketed  primarily  to  smaller  companies 
employing  between  200  and  500  people  with  annual  revenue  from  $5 
million  to  $50  million.  NCA  does  not  actively  market  the  DEC  PDP-I  I 
version  but  continues  to  support  existing  clients. 

In  December  1982  NCA  announced  the  availability  of  MAXCIM  on 
DEC'S  VAX  family  of  superminicomputers,  providing  capacity  that 
meets  the  requirements  of  companies  whose  corporate  or  divisional 
annual  revenue  approaches  $300  million  and  who  have  transaction 
processing  and  data  base  volumes  exceeding  the  capacity  of  the 
PDP-11.  Currently,  MAXCIM  is  offered  for  DEC  MicroVAX  II,  VAX 
I I /7XX  series,  and  VAX  8XXX  series  systems. 

MAXCIM  is  an  interactive  system  made  up  of  a series  of  manufacturing 
and  financial  software  modules  comprising  over  700  individual 
programs.  Each  module  is  integrated  through  a common  data  base 
where  all  related  information  is  updated  simultaneously  by  a single 
data  entry. 


The  client  may  choose  those  modules  essential  to  current 
requirements.  As  needs  change,  the  client  can  select  additional 
modules  to  expand  the  system. 

The  basic  MAXCIM  system  incorporates  data  management, 
manufacturing,  and  financial  systems  capabilities.  Full  software 
systems  are  priced  from  $80,000  for  the  MicroVAX  II  to 
$300,000  for  the  VAX  8800  series. 

MAXCIM  modules  and  their  introduction  dates  are  listed 
below.  Pricing  for  modules  is  available  upon  request. 

Manufacturing  Systems 


Inventory 
Purchasing 
Bills  of  Material 

Materials  Requirements  Planning 
Work  Order  Status 


(1976) 

(1976) 

(1976) 

(1976) 

(1977) 
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. Shop  Routing 

. Master  Scheduling  and  Capacity 

(1 979) 

Management 

. Repetitive  Manufacturing 

( 1 980) 

(R/FLX^-^  ) 

(1 985) 

- 

Financial  Systems 

. Accounts  Receivable 

(1 977) 

. Accounts  Payable 

(I  977) 

. General  Ledger 

(1 977) 

. Invoicing 

(1 978) 

. Fixed  Assets 

(1 980) 

Manufacturing  Cost  Accounting 

(I  976) 

- 

Decision  Support 

. 20/20  Spreadsheet 

( 1 984) 

. Fast  Inquiry 

(I  982) 

- 

Sales  and  Marketing 

. Sales  Analysis 

( 1 978) 

. Order  Management 

( 1 986) 

. Configuration 

(1 986) 

- 

Administration 

. Human  Resources 

(1 985) 

. Payroll 

(I  985) 

There  are  currently  more  than  600  installations  of  MAXCIM.  Approxi- 
mately 500  installations  are  on  DEC  VAX  families  of  computers. 

NCA  also  offers  MAXCIM  software  as  an  interactive  remote  computing 
service.  In  1984  NCA  introduced  the  NCA/NET^""  remote  computing 
network. 

Clients  access  NCA's  data  center  in  Sunnyvale  (CA)  via  NCA/NET  from 
major  U.S.  cities. 

There  are  currently  approximately  50  users  of  NCA/NET. 

NCA  provides  education  and  training  for  its  software.  Lectures  and  hands-on 
training  courses  are  regularly  scheduled  in  NCA  training  centers  located  in 
Santa  Clara  (CA),  Boston,  and  Chicago.  Pricing  for  the  courses  are  $190  per 
day  with  most  classes  lasting  three  to  five  days. 


6 of  7 
June  1 986 


©1986  by  INPUT.  Reproduction  Prohibited. 


INPUT 


• NCA  CORPORATION 


INDUSTRY  MARKETS 

• All  of  NCA's  1985  MAXCIM  revenue  was  derived  from  the  discrete  manufac- 
turing industry. 

• The  NCA/DVS  market  includes  all  industries  involved  in  either  the  design  or 
manufacture  of  integrated  circuits. 

GEOGRAPHIC  MARKETS 

• Approximately  89%  of  1985  revenue  was  derived  from  the  U.S.  The  remaining 
I 1%  was  derived  from  the  Far  East,  Europe,  and  Canada. 

• NCA  maintains  17  sales  offices  located  in  Atlanta,  Boston,  Chicago,  Columbia 
(MD),  Dallas,  Denver,  Detroit,  Houston,  Minneapolis,  Paramus  (NJ),  Portland 
(OR),  Seattle  (WA),  Tampa  (FL),  Tustin  (CA),  Winston-Salem  (NC),  and 
Woodland  Hills  (CA). 

• International  sales  are  made  through  agents  in  Australia,  England,  France, 
Ireland,  Israel,  Taiwan,  Italy,  and  Spain. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• NCA  has  the  following  computers  installed; 

Sunnyvale  (CA). 

2 DEC  PDP- 1 I /70s. 

2 DEC  VAX- 1 I /750s. 

5 DEC  VAX- 1 1 /780s. 

2 DEC  VAX- 1 I /785s. 

Santa  Clara  (CA). 

I DEC  VAX- 1 1/750. 

I DEC  Micro  VAX  II. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  JUNE  1984 


NCA  CORPORATION 

3250  Jay  Street 
Santa  Clara,  CA  95054 
(408)  986-1800 


Mark  W.  Ciotek,  Chairnnan  and 
President 

Public  Corporation,  OTC 
Total  Employees:  280 
Total  Revenue,  Fiscal  Year  End 
12/31/84;  $23,582,000 


NCA  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY  (a) 
($  thousands,  except  per  share  data) 


(a)  Financials  have  been  restated  to  reflect  the  following: 

In  December  1984,  NCA  acquired  The  Systems  Practice,  Incorporated 
(TSP)  of  Los  Gatos  (CA)  for  100,000  shares  of  NCA's  common  stock. 

TSP  is  a software  development  and  consulting  professional  services 
firm  providing  systems  integration  and  implementation  services  to 
the  manufacturing  industry. 
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TSP  now  operates  as  a wholly  owned  subsidiary  of  NCA,  providing 
general  software  consulting  as  well  as  extending  its  specific  design 
services  to  users  of  NCA's  MAXCIM^""  manufacturing/financial 
control  system. 

The  acquisition  of  TSP  has  been  treated  as  a pooling  of  interests 
and  financials  have  been  restated  to  include  the  accounts  of  TSP. 


Beginning  in  the  first  quarter  of  1984  NCA  changed  its  method  of 
recording  revenue  on  MAXCIM  licenses  from  recognizing  such  revenue 
upon  installation  of  the  product  to  recognizing  the  revenue  upon 
execution  of  a contract  and  concurrent  shipment  of  the  product. 


The  effect  of  the  accounting  change  on  1984  income  before 
cumulative  effect  reduced  losses  by  $676,000. 

The  cumulative  effect  for  prior  years  added  $835,000  to  1984 
income,  resulting  in  net  income  of  $225,000. 


A review  of  1983  revenue  reporting  for  MAXCIM  licenses  indicated  that 
$1  695,000  of  1983  revenue  and  pre-tax  income  should  not  have  been 
recorded  until  1984  and  royalty  income  of  $350,000  recorded  in  983 
should  have  been  deferred  ($250,000  in  1984  and  $100,000  in  1985).  1983 
financials  have  been  restated  to  correct  these  errors. 


In  August  1984,  NCA  acquired  Avera  Corporation  of  Scotts  Valley  (CA)  for 
12,000  shares  of  NCA's  common  stock. 

Avera  is  engaged  in  the  development 'of  the  EDS-2000  graphics  layout 
editor  software  package  for  electronics  design  and  will  supplement  NCAs 
current  design  verification  products. 


The  acquisition  has  been  treated  as  a purchase. 

• Revenue  for  the  three  months  ending  March  31,  1985  was  $5.2  million,  an  8/6 
decrease  from  $5.7  million  for  the  first  quarter  of  1984.  Net  losses  were  $1.2 
million  compared  to  net  income  of  $1.2  million  for  the  same  period  in  1^84. 

Design  Automation  Group  sales  declined  50%  in  the  first  quarter  of  1985, 
as  compared  to  first  quarter  sales  in  1984.  This  decline  was  attribi^ed 
largely  to  the  general  slowdown  in  the  semiconductor  industry.  MAXCIM 
revenue  increased  16%  for  the  quarter. 

At  the  end  of  the  quarter,  NCA  initiated  an  expense  reduction  program, 
including  cutbacks  in  the  work  force  through  job  consolidation. 


SOURCE  OF  REVENUE 

• NCA  derived  an  estimated  68%  ($16  million)  of  its  1984  revenue  from  software 
products  and  associated  support  services,  30%  ($7  million)  from  remote 
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computing  and  batch  processing  services,  1%  from  professional  services,  and  the 
remainder  from  interest  and  other  income. 

The  Manufacturing  Systems  Group  derived  approximately  $11  million 
from  MAXCIM  sales  and  maintenance  and  $4.4  million  from  interactive 
processing  of  MAXCIM  applications. 

The  Design  Automation  Group  derived  approximately  $5  million  from 
CAD  verification  software  sales  and  maintenance  and  $0.5  million  from 
batch  processing  of  CAD  applications. 

The  Computer  Services  Group  (formerly  the  Commercial  Services  Group) 
derived  all  of  its  revenue  from  remote  computing  and  batch  processing. 

The  Consulting  Services  Group  (TSP)  derived  all  of  its  revenue  from 
professional  services. 

• A three-year  summary  of  source  of  revenue,  as  provided  by  NCA,  follows; 


NCA  REVENUE  BY  PRODUCT  AREA 
($  thousands) 


YEAR 

ITEM 

1984 

1983 

1982 

Manufacturing  Systems 
Group 

$ 15,372 

$ 8,723 

$ 6,490 

. Percent  increase 
from  previous  year 

76% 

34% 

7% 

Design  Automation  Group 

$ 5,534 

$ 4,847 

$ 3,963 

. Percent  increase 
from  previous  year 

14% 

22% 

0% 

Computer  Services 
Group 

$ 2,093 

$ 2,015 

$ 1,803 

. Percent  increase 
from  previous  year 

4% 

12% 

9% 

Consulting  Services 
Group 

$ 243 

$ 609 

$ 753 

. Percent  increase 
(decrease)  from 
previous  year 

(60%) 

19% 

N/A 

Interest  and  other 
income 

$ 340 

$ 344 

$ 548 

Total 

$ 23,582 

$ 16,538 

$ 13,557 

3 of  3 

June  1 985 


©1985  by  INPUT.  Reproduction  Prohibited. 


INPUT 


9 


9 


COMPANY  HIGHLIGHT 


NCA  CORPORATION 

3250  Jay  Street 
Santa  Clara,  CA  95054 
(408) 986-1800 


Mark  W.  Ciotek,  Chairman  and 
President 

Public  Corporation,  OTC 
Total  Employees:  248 
Total  Revenue,  Fiscal  Year  End 
12/31/83:  $17,974,000 


THE  COMPANY 

• NCA  Corporation,  founded  in  1969  as  a custom  software  and  contract  pro- 
gramming company,  began  offering  packaged  applications  software  products 
in  1975.  NCA  currently  provides  soRware  for  manufacturing/financial  plan- 
ning and  control  (MAXCIM''^  ”- ),  integrated  circuit  design  verification  systems, 
and  processing  services  to  the  manufacturing  industry. 

• 1983  revenue  reached  nearly  $18  million,  a 40%  increase  over  1982  revenue  of 
$12.8  million.  Net  income  increased  87%  from  $591,000  in  1982  to  $1.1 
million  in  1983.  A five-year  financial  summary  follows: 


NCA  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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• NCA  management  attributes  revenue  growth  to  Increased  sales  of  its  software 
products,  increases  in  MAXCIM  manufacturing/financial  software  pricing,  and 
the  introduction  of  new  CAD  products.  Net  income  increases  In  1983  are 
attributed  primarily  to  increased  revenue  due  to  expansion  of  the  MAXCIM 
sales  force  and  the  economic  turnaround  in  the  semiconductor  industry  for 
CAD  products. 

• NCA  management  estimates  product  development  expenses  for  1983  were  15- 
20%  of  revenue  ($2.7  to  $3.6  million),  as  compared  to  20-25%  of  revenue  ($2.6 
to  $3.2  million)  in  1982,  and  10-13%  of  revenue  ($1.2  to  $1.6  million)  in  1981. 

• Revenue  for  the  three  months  ending  March  31,  1984  was  $5.5  million,  a 36% 
increase  over  $4.1  million  for  the  same  period  in  1983.  Net  income  for  the 
period  rose  29%,  from  $238,000  in  1983  to  $307,000  in  1984. 

• NCA  is  organized  into  three  groups  as  follows: 

The  Manufacturing  Systems  Group  markets  the  MAXCIM  manufac- 
turing/financial software  product  line  and  provides  interactive  proces- 
sing services  using  these  applications. 

The  Design  Automation  Group  markets  the  NCA/Design  Verification 
SystemTM  (NCA/DVS^“  ),  an  integrated  circuit  layout  verification 
software  package.  This  group  also  provides  batch  processing  services 
using  this  CAD  application. 

The  Commercial  Services  Group  provides  remote  computing  and  batch 
processing  of  proprietary  applications.  Effective  January  I,  1984,  this 
group  was  reorganized  into  the  Computer  Services  Group,  which  has 
management  responsibility  for  all  processing  services  of  the  company. 

• As  of  December  1983,  NCA  had  248  employees.  In  April  1984  the  company 
had  290  employees. 

• Major  competitors,  by  product  area,  include  the  following: 

Manufacturing  and  financial  control  systems:  NCA  competes  with  ASK 
Computer  Systems  and  Madic  Corporation. 

CAD  verification  systems:  NCA  competes  with  Phoenix  Systems  and 
ECAD  (Excellence  in  Computer-Aided  Design). 
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KEY  PRODUCTS  AND  SERVICES 


A five-year  summary  of  source  of  revenue,  as  provided  by  NCA,  follows; 


NCA  REVENUE  BY  PRODUCT  AREA 
($  thousands) 


• NCA  derived  an  estimated  79%  ($14.1  million)  of  its  1983  revenue  from  soft- 
ware products,  19%  ($3.5  million)  from  remote  computing  and  batch  proces- 
sing services,  and  the  remainder  from  interest  and  other  income. 


The  Manufacturing  Systems  Group  derived  approximately  $9.4  million 
from  MAXCIM  sales  and  maintenance  and  $1  million  from  interactive 
processing  of  MAXCIM  applications. 

The  Design  Automation  Group  derived  approximately  $4.7  million  from 
CAD  verification  software  sales  and  maintenance  and  $0.5  million  from 
batch  processing  of  CAD  applications. 

The  Commercial  Services  Group  derived  all  of  its  revenue  from  remote 
computing  and  batch  processing. 


MAXCIM^ “ (formerly  MS-1 1 and  FS-I  I)  applications  software  is  designed  to 
meet  manufacturing  and  financial  management  information  requirements  for 
planning,  analyis,  and  control  in  a manufacturing  environment. 
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Prior  to  1982  MAXCIM  was  available  on  the  DEC  PDP-11  series  of 
minicomputers  and  was  marketed  primarily  to  smaller  companies 
employing  between  200  and  500  people  with  annual  revenue  from  $5 
million  to  $50  million. 

In  December  1982  NCA  announced  the  availability  of  MAXCIM  on 
DEC'S  VAX  family  of  superminicomputers,  providing  capacity  that 
meets  the  requirements  of  companies  whose  corporate  or  divisional 
annual  revenue  approaches  $300  million  and  who  have  transaction 
processing  and  data  base  volumes  exceeding  the  capacity  of  the  PDP- 


MAXCIM  is  an  interactive  system  made  up  of  a series  of  manufacturing 
and  financial  software  modules  comprising  over  600  individual 
programs.  Each  module  is  integrated  through  a common  data  base 
where  all  related  information  is  updated  simultaneously  by  a single 
data  entry. 

. The  client  may  choose  those  modules  essential  to  current 

requirements.  As  needs  change,  the  client  can  select  additional 
modules  to  expand  the  system. 

. The  basic  MAXCIM  system  Incorporates  data  management, 
manufacturing,  and  financial  systems  and  capabilities.  Full 
software  systems  are  priced  at  $120,000  for  the  PDP  version  and 
$125,000  for  the  VAX  version. 

. MAXCIM  modules  and  their  introduction  dates  are  listed 

below.  Pricing  is  available  upon  request. 


II. 


Data  Management 


(1976) 


Manufacturing  Systems. 


Inventory 
Purchasing 
Bills  of  Material 
Requirements  Planning 
Work  Order  Status 
Manufacturing  Cost 
Shop  Routing 
Capacity  Management 


(1976) 

(1976) 

(1976) 

(1976) 

(1977) 

(1977) 

(1979) 

(1980) 


Financial  Systems. 


. Accounts  Receivable 

. Accounts  Payable 

. General  Ledger 

. Order  Entry/Invoicing 

. Sales  Analysis 

. Fixed  Assets 


(1977) 

(1977) 

(1977) 

(1978) 

(1978) 

(1980) 
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Optional  Software. 


Decision  Support 

(1983) 

Graphics 

(1982) 

Documentation 

(1977) 

Engineering  Bills  of 
Material 

(1982) 

Tag  Inventory 

(1981) 

MAPS  Interface 

(1982) 

Seventy-nine  VAX-based  and  36  PDP-based  MAXCIM  systems  were 
installed  during  1983.  There  are  currently  over  1 20  VAX-based  and  250 
PDP-based  systems  installed. 

NCA  has  five  regional  Education  Centers  available  to  train  MAXCIM 
customers.  The  centers  are  located  in  Sunnyvale  (headquarters),  Tustin 
(CA),  Boston,  Chicago,  and  Portland. 

In  July  1983  NCA  committed  to  developing  a system  providing  access 
to  DEC'S  VAX  Information  Architecture’’^-^-.  NCA  management  be- 
lieves this  product  enhancement,  scheduled  for  availability  in  1984,  will 
give  MAXCIM  users  extended  ability  to  manage  MAXCIM's  utility  and 
service  within  a manufacturing  environment. 

In  November  1983  NCA  entered  into  a cooperative  marketing  agree- 
ment with  DEC  that  extends  MAXCIM's  exposure  to  prospective  users 
through  contacts  provided  by  DEC'S  sales  force. 

NCA  also  offers  MAXCIM  software  os  an  interactive  remote  computing 
service.  There  are  currently  68  users  of  this  service.  Historically, 
MAXCIM  timesharing  clients  become  licensees  within  12  months. 

• NCA/Design  Verification  System  (NCA/DVS)  is  an  integrated  computer-aided 
design  verification  system  that  takes  finished  integrated  circuit  design  layout 
data  from  graphics  and  pattern  generation  systems  and  checks  them  for 
conformity  to  manufacturing  and  design  specifications. 

NCA/DVS  software  is  written  in  FORTRAN  and  runs  on  IBM  and  plug- 
compatible  mainframes,  superminicomputers,  and  workstations. 

Six  modules,  comprising  about  260  programs,  are  available  as  follows: 

. Electrical  Rules  Check  (ERC),  introduced  in  1979,  verifies  that 
the  circuit  as  designed  will  create  a valid  electrical  intercon- 
nection among  components. 

. Network  Consisting  Check  (NCC),  introduced  in  1983,  verifies 
that  the  logical  electrical  network  as  extracted  from  the  design 
layout  corresponds  to  the  network  defined  in  the  original  speci- 
fication. 
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. Electrical  Parameters  Check  (EPC),  introduced  in  1982,  checks 
parasitic  electrical  parameters  that  affect  load  and  speed  and 
provides  input  for  models  for  simulation. 

. Universal  Design  Rules  Check  (UDRC),  introduced  in  1983  as  an 
enhanced  version  of  NCA's  Design  Rules  Check  (1st  generation 
introduced  in  1975),  verifies  that  the  design  can  be  manufac- 
tured with  an  adequate  yield  by  checking  the  geometric  proces- 
sing tolerances. 

. Mask  Data  Preparation  (MDP),  introduced  in  1978,  prepares  the 
verified  design  for  optical  or  e-beam  pattern  generation  equip- 
ment. Standard  functions  needed  for  mask  production  are 
provided,  including  SIZING,  FRACTURE,  and  COMPARE. 

. Master  Design  Language  (MDL),  introduced  in  1981,  describes  a 
network  schematic.  The  design  can  be  compiled  to  the  logic 
level  for  logic  simulation,  to  the  circuit  level  for  analog  simula- 
tion, or  to  the  device  level  for  logic  to  layout  network  compari- 
son. MDL  is  included,  without  charge,  with  modules  requiring  it. 

Prices  for  individual  NCA/DVS  modules  vary  depending  on  the  com- 
puter to  be  used  and  are  furnished  upon  request. 

The  traditional  market  for  NCA/DVS  integrated  circuit  design  tools  has 
been  semiconductor  companies  designing  and  manufacturing  chips  as 
proprietary  products  or  on  a contract  basis  for  firms  requiring  inte- 
grated circuits  for  integration  into  their  own  products.  NCA  has  over 
Too  clients  who  have  installed  over  200  NCA/DVS  packages. 

The  advent  of  in-house  integrated  circuit  design  in  the  aerospace 
industry  provided  new  market  opportunities  for  NCA/DVS  during 
1983.  New  clients  include  TRW  Corporation,  Raytheon,  and  Aerospace. 

NCA  markets  NCA/DVS  in  foreign  countries  through  third-party  rela- 
tionships with  internationally  established  companies. 

. During  1983  approximately  $5.2  million  was  generated  from 
these  cooperative  agreements. 

. NCA  currently  has  eight  third-party  agreements  in  effect  for 
NCA/DVS.  Companies  include  DEC;  Applicon;  TSL,  Tokyo;  and 
GME,  Germany. 

NCA/DVS  software  is  also  available  via  batch  processing  from  a NCA 
data  center.  There  are  currently  over  70  active  clients. 

• NCA  also  provides  on-line  and  batch  processing  services  on  its  IBM  and 
Amdahl  computers. 
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• In  1984  NCA  introduced  the  NCA/NET^  “' remote  computing  network. 
NCA/NET  provides  on-line  access  to  NCA's  application  software  nationwide. 

Clients  will  access  NCA  data  centers  in  Boston  or  Sunnyvale  (CA)  via 

NCA/NET  from  major  U.S.  cities. 

Applications  available  will  include  MAXCIM,  NCA/DVS,  and  access  to 

its  mainframe  Service  Center. 

INDUSTRY  MARKETS 

• One  hundred  percent  of  NCA's  1983  MAXCIM  revenue  was  derived  from  the 
discrete  manufacturing  industry. 

• The  NCA/DVS  market  includes  all  industries  involved  in  either  the  design  or 
manufacture  of  integrated  circuits. 

GEOGRAPHIC  MARKETS 

• Approximately  92%  of  NCA's  1983  revenue  was  derived  from  the  U.S.  The 
remaining  8%  was  derived  primarily  from  the  Far  East,  Europe,  and  Canada. 

• MAXCIM  software  is  marketed  from  offices  in  Columbia  (MD),  Lexington 
(MA),  Paramus  (NJ),  Schaumburg  (IL),  Irving  (TX),  Tustin  and  Woodland  Hills 
(CA),  Seattle  (WA),  and  Portland  (OR).  International  sales  are  via  agents  in 
France  and  Australia  as  well  as  direct  sales  from  U.S.  offices. 

• NCA/DVS  software  is  marketed  in  the  U.S.  from  the  Santa  Clara  head- 
quarters. NCA  marketed  Its  software  in  Europe,  Canada,  and  the  Far  East 
through  third-party  agreements  with  compKinies  such  as  TSL,  Tokyo  and  GME, 
Germany. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• NCA  has  the  following  computers  installed: 

Sunnyvale  (CA). 

1 IBM  3031,  MVS. 

. I Amdahl  V6,  MVS. 

9DEC  VAX- 1 1 /780s,  VMS. 

2 DEC  VAX- 1 1 /750s,  VMS. 

4 DEC  PDP- 1 1 /70s,  RSTS-E. 

Chicago. 


I DEC  VAX- 1 1/780,  VMS. 
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Tustin  (CA). 

I DECPDP-ll/70,  RSTS-E. 

Columbia  (MD). 

I DECPDP-ll/70,  RSTS-E. 

Boston. 

I DEC  VAX- 1 1/780,  VMS. 

Processing  clients  access  NCA  data  centers  via  NCA/NET. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  AUGUST  1981 


NCA  CORPORATION 

388  Oakmead  Parkway 
Sunnyvale,  CA  94086 
(408)  245-7990 


Mark  W.  Ciotek,  Chairman 
and  President 
Public  Corporation,  OTC 
Total  Employees:  208 
Total  Revenue,  Fiscal  Year  End 
12/31/82:  $12,804,000 


NCA  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


NCA  Corporation  derived  an  estimated  72%  ($9.2  million)  of  its  1982  revenue 
from  software  products,  24%  ($3.1  million)  from  remote  computing  and  batch 
processing  services,  and  the  remainder  from  interest  and  other  income. 

NCA's  three  product  groups  perform  the  following  functions: 

The  Manufacturing  Systems  Group  markets  manufacturing/financial 
software  packages  and  derived  approximately  10%  to  15%  of  its  1982 
revenue  from  the  provision  of  interactive  processing  services  using 
these  applications. 
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The  Design  Automation  Group  primarily  markets  CAD  verification 
software  packages.  Approximately  10%  of  this  group's  1982  revenue 
was  from  batch  processing  services  using  its  CAD  applications. 

The  Commercial  Services  Group  provides  remote  computing  and  batch 
processing  of  proprietary  applications. 

• NCA  revenue  by  major  product  area  for  the  past  five  years  has  been  as 
follows: 


NCA  REVENUE  BY  PRODUCT  AREA 
($  thousands) 


YEAR 

ITEM  

1 982 

I98I 

1 980 

1 979 

1 978 

Manufacturing  Systems 

$ 

$ 

$ 

$ 1, 899 

Group 

. Percent  increase 

6,490 

6,073 

3,684 

$ 

800 

from  previous  year 

7% 

65% 

94% 

1 37% 

243% 

Design  Automation  Group 

$ 

3,963 

$ 

3,976 

$ 

1, 943 

$ 1, 222 

$ 

758 

. Percent  increase 

from  previous  year 

0% 

1 05% 

59% 

6I% 

35% 

Commercial  Services 

Group 

. Percent  increase 

$ 

1, 803 

$ 

1, 653 

$ 

1, 327 

$ 966 

$ 

867 

from  previous  year 

9% 

25% 

37% 

ll% 

97% 

Contract  programming 

$ 

270 

. Percent (decrease) 

from  previous  year 

(57%) 

Interest  and  other 

income 

$ 

548 

$ 

384 

$ 

56 

$ 6 

$ 

4 

Total 

$ 

2,804 

$ 

2,086 

$ 

7,0 1 0 

$ 4,093 

$ 

2,699 
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COMPANY  HIGHLIGHT 


NCA  CORPORATION 

388  Oakmead  Parkway 
Sunnyvale,  CA  94086 
(408)  245-7990 


Mark  Ciotek,  President 
Private  Corporation 
Total  Employees:  128 
Total  Revenue,  Fiscal  Year  End 
12/31/80:  $7,010,000 


PRINCIPAL  BUSINESS 

• NCA  Corporation,  founded  as  a custom  software  and  contract  programming 
company  in  1969,  began  offering  packaged  software  products  in  1976.  NCA 
currently  offers  minicomputer  financial  and  manufacturing  planning  and 
control  systems,  mainframe  computer-aided  design  verification  systems,  and 
some  batch  processing  services. 

• NCA  f i led  a registration  statement  with  the  Securities  and  Exchange  Commis- 
sion in  July  1981  for  a public  offering  of  570,000  shares  of  common  stock.  The 
estimated  $5  million  in  proceeds  will  be  used  to  open  regional  sales  offices  and 
expand  the  capital  base. 


FINANCIALS  ($  thousands,  except  per  share  data) 


YEAR 

ITEM 

1980 

1979 

1978 

1977 

1976 

Total  revenue 

$ 7,010 

$ 4,093 

$ 2,699 

$ 1,868 

$ 1,160 

. Percent  increase 
from  previous  year 

71% 

52% 

44% 

61% 

N/A 

Income  (loss)  before 
taxes 

1,472 

233 

180 

58 

(41) 

. Percent  increase 
(decrease)  from 
previous  year 

532% 

29% 

210% 

241% 

N/A 

Net  income  (loss) 

810 

199 

166 

50 

(41) 

. Percent  increase 
(decrease)  from 
previous  year 

307% 

20% 

232% 

222% 

N/A 

Earnings  (loss)  per 
common  share 

$ 0.44 

$ 0.12 

$ O.ll 

$ 0.04 

$ (0.03) 

. Percent  increase 
(decrease)  from 
previous  year 

267% 

9% 

175% 

233% 

N/A 
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• NCA  spent  10%  to  12%  of  total  revenue  on  product  development  for  each  of 
the  years  1978,  1979,  and  1980. 

• For  the  six  months  ending  June  1981,  NCA  reported  revenue  of  $5,500,000,  an 
increase  of  59%  over  1980.  Pretax  income  was  $1,525,000,  an  increase  of 
55%.  Net  income  was  $796,000,  an  increase  of  47%. 

SOURCES  OF  REVENUE 

• Eighty-one  percent  ($5.7  million)  of  NCA's  1980  revenue  was  derived  from 
software  products  and  19%  ($1.3  million)  from  batch  processing  services. 
Revenue  by  major  product  area  for  the  last  five  years  has  been: 


NCA  REVENUE  BY  PRODUCT  AREA 
($  thousands) 


• As  of  June  30,  1981,  NCA  had  128  employees  divided  as  follows: 


Product  development  and 
enhancement  43 

Marketing,  training,  and 
field  support  45 

Data  center  operations  25 

General  and  administrative  15 


128 
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COMPETITORS 

• NCA  competes  with  the  following  companies; 

Manufacturing  and  financial  control  systems:  IBM  and  other  hardware 
manufacturers,  independent  software  vendors,  OEM  distributors,  and 
service  bureaus. 

CAD  verification  systems;  in-house  developed  products  and  some 
interactive  graphics  manufacturers. 

PRODUCTS  AND  SERVICES 

• NCA  introduced  its  first  manufacturing  package  in  1976.  NCA  now  offers 
manufacturing  systems  packaged  under  the  name  MS- 1 I and  financial  systems 
under  the  name  FS-I  I to  control  manufacturing  operations  from  the  processing 
of  incoming  orders  to  customer  invoicing  and  accounts  receivable. 

1980  revenue  for  this  segment  increased  94%  to  $3.7  million.  1979 
growth  over  1978  was  137%. 

Products  are  marketed  to  manufacturing  companies  and  divisions  in  the 
$5  million  to  $50  million  annual  revenue  range.  There  are  currently  200 
systems  installed  for  approximately  100  customers. 

MS- II  and  FS-I  I modules  share  a common  data  base  of  information. 
Information  is  entered,  edited,  and  output  in  an  on-line  mode. 

The  MS- 1 I Manufacturing  System  has  eight  modules  comprising  approx- 
imately 300  programs.  Modules  and  their  introduction  dates  include: 


. Inventory  Control  System  (1976) 

. Purchasing  System  (1976) 

. Bills  of  Material  System  (1976) 

. Materials  Requirements  Planning  System  (1976) 

. Work  Order  Status  System  (1977) 

. Manufacturing  Costs  System  (1977) 

. Shop  Routing  System  (1979) 

. Capacity  Requirements  Planning  System  (1980) 


The  FS-I  I Financial  System  has  six  modules  comprising  approximately 
200  programs.  Modules  and  their  introduction  dates  include; 


. Accounts  Receivable  System  (1977) 

. Accounts  Payable  System  (1977) 

. General  Ledger  System  (1977) 

. Order  Entry/Invoicing  System  (1978) 

. Sales  Analysis  System  (1978) 

. Fixed  Assets  System  (1980) 
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Each  module  may  be  separately  licensed,  although  the  file  management 
subsystems  are  required.  The  minimum  license  fee  for  one  module 
including  subsystems  is  $18,000  plus  $14,000  for  the  optional  utility 
subsystem.  License  fees  for  the  two  systems  over  the  last  five  years 
have  been  as  follows: 


1981 

1980 

1979 

1978 

1977 

MS- II 

1 $ 74,000 

$69,000 

$52,000 

$40,000 

$21 ,000 

FS-II 

36,000 

30,000 

30,000 

14,000 

- 

MS-1  1 

1 and  FS-II  software 

operate 

on  DEC  PDP-I 

1 minicomputers 

under  the  RSTS/E  operating  system  and  are  written  in  DEC'S  BASIC- 
PLUS  language.  NCA  offers  an  emulation  package  for  operation  on  the 
DEC  VAX  series  machine  and  is  developing  software  for  direct  VAX 
use. 

• NCA's  first  computer-aided  design  verification  package  was  introduced  In 
1975.  Products  take  finished  silicon  chip  layout  data  from  graphics  systems 
and  check  them  for  conformity  to  manufacturing  and  design  specifications. 

1980  revenue  for  this  segment  increased  59%  to  $1.9  million.  1979 
growth  over  1978  was  61%. 

Products  are  marketed  to  large  manufacturers  of  integrated  circuits. 
Of  the  60  clients,  40  have  installed  a total  of  90  packages. 

NCA  has  licensed  its  software  to  Seiko,  Applicon,  and  Comsat  General 
for  resale  as  an  option  with  their  CAD  systems.  NCA  is  paid  royalties 
for  each  resale  of  its  products. 

CAD  verification  software  is  written  In  FORTRAN  and  operates  on 
large-scale  IBM,  Univac,  Honeywell,  CDC,  and  DEC  computers. 

Four  modules  comprising  about  250  programs  in  total  are  available; 

. Design  Rule  Checker,  introduced  in  1975,  checks  chip  drawings 
for  conformity  to  a set  of  rules  specified  by  the  design  engineer. 

. Mask  Data  Preparation,  introduced  in  1978,  makes  fine  adjust- 
ments to  the  dimensions  of  integrated  circuit  geometries  to 
accommodate  the  limitations  of  optics  used  to  make  the  masks 
for  the  chips. 

. Electrical  Rule  Checker,  introduced  in  1979,  verifies  that  the 
circuit  as  designed  will  create  a valid  electrical  interconnection 
among  components. 
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Network  Comparison  Checker,  introduced  in  1981,  verifies  that 
the  logical  electrical  network  as  extracted  from  the  design 
layout  corresponds  to  the  network  defined  in  the  original  specifi- 
cation. 


License  fees  for  the  CAD  verification  modules  range  from  $69,000  to 
$82,000.  A five-year  summary  of  module  fees  follows: 


1981 

1980 

1979 

1978 

1977 

Design  Rule  Checker 

$ 69,000 

$ 60,000 

$ 48,400 

$44,000 

$37,500 

Mask  Data  Preparation 

49,450 

43,000 

30,000 

25,000 

- 

Electrical  Rule  Checker 

40,000 

35,000 

- 

- 

- 

Network  Comparison 
Checker 

40,000 

• Processing  services  revenue  Increased  37%  in  1980  to  $1.3  million.  1979 
growth  over  1978  was  1 1%.  NCA  operates  both  DEC  and  IBM  computers. 

The  largest  portion  of  processing  revenue  Is  from  batch  services  on  the 
IBM  machine  to  clients  for  whom  NCA  designed  custom  systems  prior 
to  1978.  There  are  currently  35  users. 

NCA  also  offers  IBM  batch  processing  to  users  not  large  enough  to  have 
in-house  mainframes  for  the  CAD  verification  system.  There  are 
currently  20  customers. 

MS- 1 1 and  FS-I I are  available  interactively  on  NCA's  DEC  mainframe. 
There  are  currently  20  customers. 

NCA  plans  to  add  Interactive  processing  services  on  the  IBM  mainframe 
in  1981  to  meet  the  needs  of  existing  users. 

INDUSTRY  MARKETS 

• 100%  Manufacturing. 

GEOGRAPHIC  MARKETS 

• NCA  derives  90%  of  its  revenue  from  the  U.S.  and  10%  from  Europe  and 
Japan. 

• Manufacturing  and  financial  control  products  are  marketed  from  five  regional 

offices:  Chicago  (IL),  Columbia  (MD),  Houston  (TX),  Sunnyvale  (CA),  and 

Tustin  (CA).  International  sales  are  via  General  Information  $ystems  in  Paris. 
NCA  expects  to  open  an  Australian  office  in  1981. 
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• CAD  verification  systems  are  marketed  in  the  U.S.  from  the  Sunnyvale,  CA, 
headquarters  location.  A marketing  agreement  for  distribution  in  Japan  has 
been  signed  with  Tokyo  Systems  Laboratories. 

COMPUTER  HARDWARE 

• NCA  operates  the  following  equipment  from  its  Sunnyvale,  CA,  data  center. 

One  DEC  VAX  780  operating  under  VAX/VMS. 

Three  DEC  PDP-I I /70s  operating  under  RSTS/E. 

One  IBM  370/165  operating  under  OS/MVS. 

• NCA  also  has  a data  center  in  Tustin,  CA,  operating  one  DEC  PDP-11/70 
under  RSTS/E. 
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A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


December  1996 

NCR  Corporation 


Chairman  & CEO:  Lars  Nyberg 

1700  South  Patterson  Boulevard 
Dayton,  OH  45479 

Phone:  (513)445-5000 

Internet:  http://www.ncr.com 


Status:  Public 

Employees:  37,900(11/96) 

Revenue:  $8,162,000,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• The  goal  of  NCR  (formerly  AT&T  Global 
Information  Solutions)  is  to  be  a world-class 
provider  of  commercial,  open  computing 
systems  for  high -availability  transaction 
processing  and  scalable  data  warehousing 
solutions  to  customers  in  all  industries,  as 
well  as  using  its  expertise  to  provide  IT 
solutions  to  the  retail,  financial,  and 
communications  industries. 

• In  September  1995,  NCR  announced  a 
restructuring  with  the  goal  of  creating  a 
more  focused  and  efficient  business.  Among 
other  considerations,  the  plan  included 


structuring  the  company  along  five 
functional  groups  and  focusing  on  its  three 
industry  areas  of  expertise — retail, 
financial,  and  communications. 

• After  posting  a $29  million  operating  profit 
in  the  third  quarter  of  1996,  NCR  is  showing 
a year-to-date  operating  profit  of  $3  million, 
which  is  $589  million  better  than  the  same 
period  last  year. 

• In  January  1996,  the  company  changed  its 
name  back  to  NCR  Corporation  in 
anticipation  of  being  spun  off  to  AT&T 
shareholders  by  January  1997  as  an 
independent,  publicly  traded  company. 

• In  September  1996,  NCR  filed  a preliminary 
stock  registration  with  the  Securities  and 
Exchange  Commission  covering  AT&T’s 
planned  spin-off  of  NCR. 
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Company  Description 

NCR  provides  a range  of  computer  systems 
and  products;  associated 
maintenance/support;  and  consulting, 
engineering,  integration,  and  implementation 
professional  services  to  clients  worldwide. 

• NCR’s  goal  is  to  be  a world-class  provider  of 
commercial,  open  computing  systems  for 
high- availability  transaction  processing  and 
scalable  data  warehousing  solutions  to 
customers  in  all  industries. 

• NCR  also  seeks  to  take  advantage  of  its 
expertise  and  market  presence  in  the  retail, 
financial,  and  communications  industries  to 
provide  specific  information  technology 
solutions  to  customers  in  these  targeted 
industries. 

• NCR’s  systems  and  solutions  are  supported 
by  its  Customer  Support  Services  and 
Professional  Services  offerings,  and  its 
Systemedia  business,  which  develops, 
produces,  and  markets  a complete  line  of 
consumable  and  media  products. 

NCR’s  offerings  cover  a range  of  its  customers’ 
IT  needs,  including: 

• Consumers’  interaction  and  data  collection, 
with  products  including  point-of-sale 
workstations,  bar-code  scanning  equipment, 
and  self-service  devices  such  as  ATMs 

• Data  processing,  with  NCR’s  high- 
availability  transaction  processing  solutions 

• Data  storage,  manipulation,  and  usage,  with 
NCR’s  Teradata  relational  database 
management  system  and  scalable  data 
warehousing  offerings 

• NCR’s  computing  platforms  and  associated 
products  span  midrange  servers,  massively 
parallel  processing  computer  systems. 


computer  network  servers  and  software 
systems,  imaging  and  payment  systems, 
workstations  and  peripherals,  business 
forms,  ink  ribbons,  customized  paper  rolls, 
and  other  consumable  supplies  and 
processing  media. 

• NCR’s  Worldwide  Customer  Support 
Services  and  Professional  Services  include 
hardware  maintenance,  software 
maintenance,  data  warehousing  service 
offerings,  end-to-end  networking  service  and 
design,  and  the  implementation,  integration, 
and  support  of  complex  solutions. 

NCR  has  operated  as  a wholly  owned 
subsidiary  of  AT&T  since  September  1991. 

• Pursuant  to  a restructuring  announced  by 
AT&T  in  September  1995,  AT&T  has  split 
into  three  separate  companies:  NCR, 

Lucent  Technologies,  and  the  continuing 
AT&T.  Earlier  this  year.  Lucent  was 
separated  from  AT&T  through  a public 
offering  of  Lucent  common  stock. 

• NCR  is  expected  to  be  spun  off  as  a separate 
public  company  by  the  end  of  1996,  with 
AT&T  shareholders  receiving  one  share  of 
NCR  common  stock  for  each  16  shares  of 
AT&T  common  stock.  No  holder  of  AT&T 
common  stock  will  be  required  to  make  any 
payments  or  surrender  any  shares  of  AT&T 
common  stock  in  connection  with  this  tax- 
free  distribution. 

• Subsequent  to  the  spin-off,  NCR’s  shares 
will  be  traded  on  the  New  York  Stock 
Exchange. 

The  series  of  changes  to  NCR’s  business 
strategy  and  management  model  initiated 
during  1993  (including  targeting  four 
additional  industries  in  which  the  company 
did  not  have  significant  prior  presence  and 
implementing  a complex  matrix  management 
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organization)  did  not  work  as  planned.  NCR 
recorded  significant  losses  and  declining 
revenue  in  several  of  its  traditionally  strong 
markets. 

In  June  1995,  Lars  Nyberg  was  hired  as  CEO 
to  assess  the  NCR  business,  to  prepare  a 
turnaround  plan,  and  to  restore  the  company 
to  competitive  levels  of  profitability. 

In  September  1995,  NCR  announced  a 
restructuring  of  the  company  with  a goal  of 
creating  a more  focused  and  efficient  business 
based  on  five  key  initiatives:  focus, 
accountability,  expense  level  reduction, 
process  improvements,  and  a sense  of 
urgency. 

• Focus — key  component  of  NCR’s  recovery 
strategy  was  to  focus  the  company  on  its 
areas  of  strength.  Specifically,  the  company: 

- Reduced  its  focus  from  six  industries  to 
three  (retail,  financial,  and 
communications) 

- Exited  the  PC  manufacturing  business 
and  eliminated  sales  of  PCs  through  high- 
volume  indirect  channels  and  set  up  an 
OEM  arrangement  to  source  a 
significantly  reduced  volume  of  PCs 
primarily  sold  as  part  of  a total  solution  in 
the  areas  of  financial  branch  automation 
or  point-of-sale  systems 

- Targeted  midrange  to  large  systems  in  its 
computer  business,  specifically  focusing  on 
solutions  such  as  scalable  data 
warehousing  and  high -availability 
transaction  processing  to  clients  across 
industries 

- Targeted  the  Customer  Support  Services 
and  Professional  Services  businesses  as 
areas  of  further  investment  and 


incorporated  them  into  the  offerings  of 
other  business  units 

• Accoun  tability — A revised  business 
management  model  was  implemented  as 
part  of  the  recovery  plan. 

- Five  business  units  were  put  in  place  and 
given  full  accountability  to  determine  the 
strategy  for  their  offerings  and  industries, 
develop  the  marketing  and  product 
programs  required  by  NCR  customers  and 
the  company’s  sales  force,  and  determine 
overall  resource  allocations. 

- The  three  geographic  sales  regions  were 
given  responsibility  for  executing  the 
strategies  developed  by  the  business  units 
and  managing  the  sales  and  service 
activities  in  their  respective  locations. 

• Expense  Level  Reduction — ^A  significant 
reduced  expense  structure  was  designed  and 
implemented.  The  plan  includes 
consolidating  facilities  globally;  reducing  the 
number  of  employees  (including  contractors) 
by  approximately  8,500;  and  reducing 
selling,  general,  and  administrative 
expenses. 

• Process  Improvements — NCR  has 
implemented  process  improvement 
initiatives  to  address  structural  issues 
within  the  company,  including  a revised 
sales  process  focusing  on  solutions  to 
customers’  problems,  increased  sales 
productivity,  and  improved  focus  on 
customers;  revised  support  services 
processes;  and  modified  pricing  processes 
and  compensation  plans. 

• Sense  of  Urgency — NCR  has  set  an  objective 
of  break-even  operating  results  in  1996,  as 
compared  to  the  operating  loss  (excluding 
restructuring  and  other  charges)  of  $722 
million  in  1995.  This  plan  helps  to  focus  the 
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entire  organization  on  the  magnitude  of 
improvement  required. 

Organization  and  Structure 

NCR’s  Leadership  Team,  which  sets  the 
vision,  mission,  and  direction  for  the  company, 
is  summarized  below; 


NCR  Leadership  Team 


Name 

Title 

Lars  Nyberg 

Chairman  and  CEO 

Bill  Eisenman 

Computer  Systems  Group 

Bob  Carpenter 

Worldwide  Services 

Tony  Fano 

Retail  Systems  Group 

Per-Olof  Loot 

Financial  Services  Group 

Dan  Enneking 

Systemedia  Group 

Ray  Carlin 

The  Americas  Region 

Hideh  Takahashi 

Asia/Pacific  Region 

Jose  Luis  Solla 

Europe  & Middle  East/Africa 
Region 

Rob  Davis 

Global  Quality 

John  Giering 

Global  Fluman  Resources 
and  Corporate  Strategy 

Jon  Hoak 

Law  Department 

Mike  Tarpey 

Public  Relations 

Dennis  Roberson 

Technology 

Alice  Lusk 

Worldwide  Professional 
Services  and  IS  Operations 

NCR  is  currently  organized  into  five  business 
units  that  work  with  one  another  in  a matrix 
environment  that  balances  product  and 
industry  responsibilities. 

• The  Computer  Systems  Group  provides 
computer  systems  and  software.  Its 
Communications  Industry  Business  unit 
provides  data  warehouse  and  decision 
support  solutions  to  the  telecommunications 
industry. 


• The  Retail  Systejus  Group  provides  end-to- 
end  solutions  for  the  food,  general 
merchandise,  and  hospitality  segments. 

• The  Financial  Systems  Group  provides 
financial  delivery  systems,  relationship 
banking  data  warehousing  solutions,  and 
payment  systems/item  processing  to  the 
financial  services  industry. 

• Worldwide  Services  provides  customer 
support,  systems  integration,  and 
professional  services.  NCR  has  announced 
plans  to  divide  the  current  Worldwide 
Services  organization  into  two  business 
units,  and  to  combine  NCR’s  internal 
information  systems  organization  with  the 
Professional  Services  business.  This  will 
create  a sixth  business  unit.  Professional 
Services  and  Information  Systems,  some 
time  in  early  1997. 

• The  Systemedia  Group  provides  consumable 
and  media  products  for  information 
systems. 

Each  business  unit  works  closely  with  NCR’s 
three  regional  sales  groups — Americas, 
Europe/Middle  East/ Africa,  and  Asia/Pacific. 

NCR  currently  has  1,100  offices  and  31 
development  and  manufacturing  locations  in 
more  than  130  countries. 

Company  Strategy 

NCR  management  believes  that  the  actions 
taken  since  September  1995  were  only  the 
first  steps  in  NCR’s  business  turnaround  plan 
NCR’s  current  business  plan  for  revenue 
growth  focuses  on  three  basic  components: 

The  Level  of  Resources  To  Be  Deployed 
NCR  is  aiming  for  relatively  flat  headcount 
levels  and  modest  expense  growth  over  the 
next  five  years.  With  the  current  headcount 
level,  NCR’s  objective  is  generally  to  reduce 
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the  headcount  dedicated  to  overhead  functions 
and  increase  headcount  in  areas  that  directly 
support  the  development,  sale,  and  delivery  of 
products,  services,  systems,  and  solutions  to 
NCR’s  customers. 

NCR  will  continue  to  make  investments  in 
research  and  development  in  product  and 
service  areas  that  allow  the  company  to 
remain  competitive. 

The  Pi'ocesses  Through  Which  the  Company 
Manages  the  Business 

NCR  intends  to  continue  to  invest  in 
improving  the  core  operational  processes  that 
support  the  business. 

Specific  activities  have  begun  and  are  in  the 
deployment  phase  to  improve  two 
fundamental  company  processes — the 
worldwide  sales  process  and  the  support 
services  process — to  drive  continued 
productivity  improvements  over  the  next 
several  years. 

The  Market  Opportunities  To  Be  Pursued 

NCR  is  focusing  on  increasing  revenue  by 
taking  advantage  of  opportunities  created  by 
three  trends:  rising  consumer  prominence, 
business  globalization,  and  continuing 
advances  in  information  technology. 

NCR  expects  that  increasing  demands  by 
individuals  for  information  will  require  an 
expanding  supply  of  relevant  data  for 
businesses  that  serve  and  conduct 
transactions  with  consumers.  NCR  believes 
that  the  retail,  financial,  and  communications 
industries  can  productively  leverage 
information  technology  to  better  serve 
consumers  and  offer  new  products. 

• NCR’s  experience  and  presence  in  all 
regions  of  the  world  can  provide  customers 


entering  into  global  markets  with  market 
understanding  and  organizational 
knowledge. 

• NCR  is  focusing  on  helping  its  customers 
apply  information  technology  to  address 
their  critical  business  issues.  NCR’s 
offerings  are  targeted  both  at  the  point  of 
transaction  (such  as  point  of  sale,  point  of 
financial  exchange,  or  point  of  access)  and  at 
the  point  of  storage  and  retrieval  of  large 
volumes  of  data  from  transaction  systems  or 
other  operational  systems. 

• NCR  expects  to  shift  its  primary  focus  from 
delivering  hardware  products  to  providing 
solutions,  including  systems,  software, 
services,  and  supphes. 

• NCR  management  believes  that 
opportunities  exist  to  increase  revenues  in 
all  its  businesses  at  competitive  rates  over 
the  next  few  years  in  the  three  key  industry 
segments  targeted  and  in  the  scalable  data 
warehousing  and  high -availability 
transaction  processing  areas. 

Go-to-Market  Strategy 

Key  market  areas  NCR  intends  to  continue  to 

develop  include: 

• Retail,  financial,  and  communications 
vertical  markets 

• Cross-industry  scalable  data  warehousing 

• Cross-industry  high-availability  transaction 
processing 

Financials 

NCR’s  1995  revenue  was  $8.16  billion,  a 4% 

decrease  from  $8.46  billion. 

A five-year  financial  summary  is  shown  on  the 

following  page. 
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NCR  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$8,162 

$8,461 

$7,265 

$7,139 

$7,246 

• Percent  change  from 
previous  year 

(4%) 

(a) 

16% 

2% 

(1%) 

N/A 

Income  (loss)  before  taxes 

$(2,416) 

$(16) 

$(280) 

$255 

$104 

• Percent  change  from 
previous  year 

(b) 

★ 

94% 

210% 

145% 

N/A 

Net  income  (loss) 

$(2,280) 

$(203) 

$(1,287) 

$98 

$(283) 

• Percent  change  from 
previous  year 

(891%) 

84% 

* 

135% 

N/A 

* Percent  change  exceeds  1 ,000%. 

(a)  Includes  an  additional  month  of  international  revenue  of  $223  million  due  to  a change  in  the  fiscal  year  end 


of  NCR’s  international  operations  from  November  30  to  December  31. 

(b)  Includes  approximately  $1.65  billion  ($1.4  billion  after  taxes)  of  restructuring  and  other  charges  after  taxes. 


Net  losses  for  1995  include  $1.65  billion 
($1.4  billion  after  taxes)  of  restructuiing  and 
other  charges.  Excluding  these  charges,  the 
net  loss  for  1995  was  $865  million. 

Revenue  Analysis  by  Product  / Service 

A three-year  summary  of  source  of  revenue, 
as  provided  by  NCR,  is  shown  on  the 
following  page. 

Results  for  1995  were  attributed  to  the 
following: 

• Revenue  from  retail  products  in  1995  was 
basically  flat  compared  with  1994. 
Increased  revenue  from  retail  bar-code 
scanner  products  to  customers  in  the 
Europe/Middle  East/Africa  and 
Asia/Pacific  geographic  regions  offset  a 
decline  in  the  U.S. 

• Revenue  from  financial  products  in  1995 
was  basically  flat  compared  with  1994. 
Declines  in  ATM  revenue  principally  in 


the  U.S.  were  offset  by  increases  in  sales 
to  customers  in  international  geographic 
regions. 

• Revenue  from  computer  products 
decreased  12%  during  1995,  primarily  due 
to  a decline  in  large  server  revenue  in  the 
U.S.  resulting  from  a delay  in  transferring 
customers  from  the  3600  product  family  to 
the  new  WorldMark  product  family. 

• Revenue  from  client/entry-level  server 
products  increased  5%  during  1995.  This 
growth  rate  was  significantly  below  that  of 
the  prior  year  as  a result  of  the 
implementation  of  the  September  1995 
decision  to  phase  out  the  sales  of  these 
products  through  high-volume  indirect 
channels. 
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NCR  Corporation 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Retail  Systems  Group 
- Retail  products 

$424 

5% 

$422 

5% 

$481 

7% 

Financial  Systems  Group 
- Financial  products 

1,026 

13% 

1,037 

12% 

972 

13% 

Computer  Systems  Group 
- Computer  products 

1,078 

13% 

1,219 

14% 

1,392 

19% 

- Client/entry-level  server  products 

1,724 

21% 

1,649 

19% 

1,020 

14% 

Worldwide  Services 
- Customer  support  services 

2,174 

27% 

2,074 

25% 

1,808 

25% 

- Professional  services 

638 

8% 

578 

7% 

435 

6% 

- Data  services 

167 

2% 

206 

2% 

214 

3% 

Systemedia  Group 
- Systemedia  products 

577 

7% 

553 

7% 

486 

7% 

Other  (a) 

354 

4% 

723 

9% 

457 

6% 

Total 

$8,162 

100% 

$8,461 

100% 

$7,265 

100% 

(a)  Includes  revenue  from  the  company’s  Microelectronics  components  business,  which  was  sold  in  1995. 


• Revenue  from  services  businesses  grew  4% 
during  1995. 

- The  growth  was  led  by  a 10%  increase  in 
professional  services  revenue  due  to  new 
service  offerings,  including  information 
technology  consulting,  networking, 
scalable  data  warehousing,  and  project 
management. 

- Customer  support  services  growth  of  5% 
also  contributed  to  the  revenue  increase. 
This  growth  was  primarily  due  to 
increased  focus  on  nontraditional 
hardware  maintenance  services,  including 
multivendor  services,  implementation  and 
installation  services,  software  services, 
and  parts  and  cabling. 


- These  increases  were  partially  offset  by  a 
decrease  in  data  services  revenue, 
principally  due  to  a shrinking  customer 
base  for  these  offerings. 

• Sales  of  Systemedia  products  increased  4% 
in  1995  due  to  increases  in  sales  of  custom 
paper  rolls  in  markets  outside  the  U.S.  and 
in  stock  and  fax  paper  products  and  thermal 
transfer  ribbons  in  the  U.S. 

Interim  Results 

Revenue  for  the  nine  months  ending 
September  30,  1996  was  more  than  $4.9 
billion,  compared  to  nearly  $5.9  billion  for  the 
same  period  in  1995.  Operating  profit 
reached  $3  million,  an  improvement  of  $589 
million  from  the  $586  operating  loss 
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(excluding  restructuring  and  other  charges) 

for  the  same  period  a year  ago. 

• Much  of  the  decline  in  revenue  was  due  to  a 
71%  decrease  in  sales  from  client/entry  level 
server  products,  which  NCR  no  longer  sells 
through  volume  channels. 

• Operating  profits  were  attributed  to: 

- Gross  margin  improvements  due  primarily 
to  product  mix  changes 

- Large  year-over-year  reductions  in 
expense  levels 

- NCR  management  expects  future  profit 
improvements  to  come  primarily  from 
revenue  growth  and  continued 
improvements  in  sales  and  services  and 
rentals  gross  margins  and  not  from 
additional  expense  reductions. 

Market  Financials 

NCR’s  target  markets,  by  business  unit,  are 

as  follows: 

• Retail  Systems  Group — The  major  segments 
of  the  retail  industry  served  by  NCR  are 
general  merchandise,  food,  and  hospitality. 

- The  general  merchandise  segment 
includes  department  stores,  specialty 
retailers,  mass  merchandisers,  and  catalog 
stores. 

- The  food  segment  includes  supermarkets, 
hypermarkets,  wholesalers,  and  grocery, 
drug,  and  convenience  stores. 

- The  hospitality  segment  includes  lodging 
(hotel/motel),  fast  food/quick  service,  and 
restaurants. 

• Financial  Systems  Group — NCR  serves  the 
retail  banking  (consumer  banking  services). 


financial  services  (insurance  and  card 
payment  industries),  and  nontraditional 
financial  services  industries.  Financial 
customers  range  from  very  large  to  very 
small  organizations  and  are  located 
throughout  the  world  in  both  established 
and  emerging  markets. 

• Computer  Systems  Group — ^Although 
focused  on  the  retail,  financial,  and 
communications  industries,  NCR  also 
markets  its  scalable  data  warehousing  and 
high-availability  transaction  processing 
solutions  to  a number  of  industries. 

• Worldwide  Services  Group — The  markets  for 
this  group  are  principally  the  industries 
targeted  by  NCR’s  other  business  units — 
retail  financial  services  and 
communications,  as  well  as  the  range  of 
industries  using  scalable  data  warehousing 
and  high-availability  transaction  processing 
systems. 

• Systemedia  Group — The  major  industry 
segments  targeted  by  this  group  include 
general  merchandise,  food  and  drug, 
hospitality,  financial,  and  consumer  goods 
manufacturing. 

In  recent  years,  NCR’s  largest  customer, 

measured  by  total  revenue,  has  been  AT&T 

and  its  affiliated  companies. 

• Revenue  from  AT&T  and  its  affiliates 
(including  Lucent)  was  approximately  $630 
million  (8%  of  revenue)  in  1995,  $522  million 
(6%  of  revenue)  in  1994,  and  $385  million 
(5%  of  revenue)  in  1993. 

• Revenue  from  these  companies  was 
approximately  $247  million  (8%  of  revenue) 
for  the  six  months  ending  June  30,  1996  and 
$281  million  (7%  of  revenue)  for  the  six 
months  ending  June  30,  1995. 


Page  8 of  18 


INPUT  1996.  Reproduction  prohibited. 


NCR  Corporation 
December  1996 


INPUT  Vendor  Profile 


• Under  an  AT&T  Volume  Purchase 
agreement  formed  in  mid- 1996,  AT&T  and 
its  affiliates  expect  to  commit  to  purchase 
an  aggregate  of  at  least  $350  million  of 
offerings  from  NCR  for  the  two-year  period 
ending  December  31,  1999. 

• Under  a Lucent  Volume  Purchase 
Agreement,  Lucent  has  committed  to 
purchase  an  aggregate  of  at  least  $150 
million  of  offerings  from  NCR  during  the 


three-year  period  ending  December  31, 

1998. 

Geographic  Markets 

Approximately  44%  of  NCR’s  total  1995 
revenue  was  derived  from  the  U.S.  and  56% 
from  international  sources. 

A three-year  summary  of  geographic  source  of 
revenue  follows: 


NCR  Corporation 

Three-Year  Geographic  Source  of  Revenue  Summary* 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S, 

$3,577 

44% 

$4,214 

50% 

$3,645 

50% 

Europe/Middle  East/Africa 

2,551 

31% 

2,375 

28% 

2,055 

28% 

Japan 

1,008 

12% 

905 

11% 

737 

10% 

Asia/Pacific  (excluding  Japan) 

533 

7% 

478 

5% 

361 

5% 

Americas  (excluding  U.S.) 

493 

6% 

489 

6% 

467 

7% 

Total 

$8,162 

100% 

$8,461 

100% 

$7,265 

100% 

* Amounts  do  not  include  intercompany  revenue  and/or  eliminations. 


Approximately  40%  of  NCR’s  $2.98  billion  in 
Worldwide  Services  revenue  was  derived  from 
the  U.S.  and  60%  from  international  sources. 

INPUT  estimates  that  approximately  40%  of 
NCR’s  $638  million  in  professional  services 
and  systems  integration  revenue  was  derived 
from  the  U.S.  and  60%  from  international 
sources. 

Divestitures 

Effective  July  1,  1996,  NCR  divested  its  50% 
equity  interest  in  TransQuest,  a joint  venture 
with  Delta  Air  Lines  that  provides 
information  technology  systems  and  services 
for  key  airhne  business  processes  to  Delta  and 


other  airlines.  TransQuest  is  now  a wholly 
owned  subsidiary  of  Delta. 

In  the  first  quarter  of  1995,  NCR  sold  its 
Microelectronics  components  business.  NCR 
recorded  a net  gain  on  the  sale  of  $51  million. 

Employees 

As  of  December  31,  1995,  NCR  had 
approximately  41,100  employees,  down  from 

50.000  at  the  end  of  1994. 

The  company  currently  has  approximately 
37,900  employees,  of  which  approximately 

19.000  are  located  in  the  U.S. 
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NCR’s  Worldwide  Services  organization  has 


approximately  20,000  employees,  segmented 
as  follows: 

Customer  Support  Services 
Americas 

- Customer  engineers 

..  4,100 

- Service  sales  consultants 

International 

200 

- Customer  engineers 

- Global  support  systems 

..  9,100 

engineers 

Professional  Services 

..  1.200 
14,600 

Americas* — Consultants 

1,500 

International — Consultants 

3,900 

5,400 

* Includes  the  U.S.,  Canada,  Mexico, 
and.  Latin  America 


Customer  support  services  personnel  are  in 
more  than  210  locations  throughout  the 
Americas  and  in  135  countries  worldwide. 

Professional  services  personnel  are  in  more 
than  200  locations  throughout  the  Americas 
and  in  135  countries  worldwide. 

Key  Services 

Worldwide  Services 

Worldwide  Services,  with  1995  revenue  of 
$2.98  billion,  provides  a range  of 
professional/systems  integration  and  customer 
support  services  to  customers  in  more  than 
130  countries. 

Worldwide  Services’  global  strategies  are  to; 

• Deliver  a range  of  services  that  focus  on 
providing  solutions  within  the  retail, 
financial,  and  communications  industries 


• Implement  programs  and  offerings  that 
protect  and  grow  the  profitable  revenue  base 
that  exists  outside  NCR’s  targeted  accounts 

• Continue  to  make  major  investments  in  the 
services  business  and  delivery 
infrastructures 

• Leverage  alliance  partners  to  complement 
NCR  core  service  competencies 

Professional/systems  integration  services 

provided  by  NCR  include  the  following: 

• IT  Consulting  services  include  Customer 
Information  Consulting,  to  show  clients  how 
to  use  customer  information  to  transform 
their  businesses  more  effectively  into 
customer-centered  enterprises;  and  IT 
Architecture  consulting. 

• IT  Integration  and  Implementation  services 
include  application  delivery,  database 
services,  solutions  and  technology  design, 
solutions  integration,  and  staging 
(implementation). 

• IT  Support  services  include  enterprise 
system  support,  help  desk  services, 
multivendor  services,  and  power  protection 
and  cabling. 

• Project  Management  Services  provide  a 
comprehensive  approach  to  project 
management,  combining  certified  project 
managers  with  NCR’s  GlobalPM® 
methodology  to  ensure  that  information 
technology  projects  are  completed  on  time, 
within  budget,  and  according  to  customer 
requirements. 

• Education  Services  provide  learning 
environments  for  acquiring  technology 
knowledge  and  skills  to  increase 
productivity  and  effectiveness. 
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- Educational  services  include  on-the-job 
training;  customized  on-site  programs, 
seminars,  or  workshops;  and  media-based, 
self-paced  learning  from  video,  CD  ROM, 
or  computer-based  training. 

- Instructor-led  courses  are  available  on 
topics  ranging  from  Microsoft  Windows 
NT,  UNIX,  Data  Warehouse,  and  the 
Internet  to  Cisco  Routers,  networks,  and 
LANs. 

- Self-instruction  courses  are  available  in 
client/server,  object  technology,  operating 
systems,  networking,  tools  and 
methodologies,  programming  languages, 
user  interfaces,  databases,  Microsoft 
technologies.  Introduction  to  the  PC, 

Lotus,  and  Microsoft  Office. 

- Consulting  services  topics  include 
Technical  Skill  Assessment  Service, 
Information  Technology  Curriculum  Plan, 
Data  Warehouse  WorldMark  Teradata 
Database,  UNIX,  Networking  & Microsoft 
Technologies,  Internet  Curriculum,  Retail 
Store  Automation  Operations,  Financial 
Branch  Automation,  Financial  ATM 
Installation/Maintenance,  Call  Center 
Education,  Performance  Centered  Design, 
and  Information  Discovery  Workshop. 

- NCR  education  centers  are  in  Somerset 
(NJ),  Atlanta  (GA),  Dayton  (OH),  and  Los 
Angeles  (CA). 

• Key  growth  opportunities  in  professional 
services  are  expected  to  include  customer 
information  consulting,  data  warehousing 
consulting,  information  technology 
architecture  consulting,  network  planning 
and  design,  and  project  management. 

Worldwide  Services  provides  a suite  of 
technology  and  life  cycle  services  to  support 
NCR  customers’  SAP  R/3  installations  and 


complement  the  services  of  the  R/3  Logo  and 

Implementation  Partners.  Services  include: 

• Planning  and  design  of  client/server 
infrastructures  in  support  of  the  R/3 
environment 

• Data  center  management  services  for  R/3 
implementation,  including  processes  and 
procedures,  resource  management,  and 
implementation  of  supporting  technologies 
(network,  database,  security,  and 
applications  management) 

• High-availability  assessment,  planning,  and 
design  services 

• Microsoft  design,  implementation,  and 
support  services  for  migration  to  and 
implementation  of  R/3  in  a Windows  NT 
environment 

• SAP  Early  Watch  services,  including 
analysis  of  system  performance  and  tuning 
services 

• Data  warehouse  services 

• NCR  offers  UNIX/Windows  NT  solutions  for 
R/3.  The  company  has  an  R/3  Competence 
Center  and  an  R/3  Engineering  Center  in 
Walldorf,  Germany. 

NCR’s  Customer  Support  Services  provide 

installation  and  ongoing  maintenance  services 

for  both  NCR  and  non-NCR  systems. 

• NCR  believes  that  significant  opportunities 
for  growth  exist  in  the  areas  of  network 
operations,  help  desk  services,  and 
multivendor  service  management. 

• NCR  is  expanding  its  implementation 
services  business  (system  staging  and 
installation). 
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• In  April  1996,  NCR  announced  the  general 
availability  of  Remote  Intranet  Management 
(RIM)  services.  RIM  service  provides 
customers  with  improved  network 
performance  for  all  components  of  their 
client/server  network,  including  LAN  and 
WAN  systems;  multivendor,  departmental, 
and  enterprise  servers;  industry-specific 
devices  such  as  POS  terminals  and  ATMs; 
and  Web-related  activities.  The  services  are 
targeted  to  the  retail,  financial,  and  other 
transaction-intensive  industries. 

Computer  Systems  Group 
This  group,  with  1995  revenue  of  $2.8  billion, 
provides  computing  products,  services, 
systems,  and  solutions  that  integrate 
hardware,  operating  software,  middleware, 
professional  services,  and  support  services. 
These  solutions  include  products  and  services 
from  NCR  as  well  as  other  vendors. 

The  Computer  Systems  Group  is  also 
responsible  for  coordinating  the  development 
of  the  strategies  behind  NCR’s  offerings  to  the 
communications  industry. 

Hardware  products  offered  include: 

• WorldMark  open  scalable  computers, 
ranging  from  midrange  systems  to  very 
large  massively  parallel  enterprise-wide 
systems.  The  WorldMark  servers  are  the 
foundation  of  NCR’s  scalable  data 
warehousing  and  high-availability 
transaction  processing  solutions. 

• PCs,  disk  arrays,  and  networking  products 
sourced  from  third  parties 

NCR’s  scalable  data  warehousing  solutions 
allow  businesses  to  capture  information  about 
their  customers,  markets,  and  products  to 
give  decision  makers  the  ability  to  access  and 
analyze  that  information. 


• The  technology  allows  customers  to  scale 
these  systems  (from  entry-level  10-gigabyte 
systems  to  large  data  warehouses)  all  within 
the  same  hardware  and  software  platform. 

• These  solutions  incorporate  NCR 
WorldMark  servers  and  NCR’s  Teradata 
relational  database  management  system, 
other  commercial  databases  (such  as  Oracle 
or  Informix),  software  tools,  and  services. 

NCR’s  high-availability  transaction  processing 
solutions  are  designed  to  maximize  computer 
uptime  for  critical  business  environments. 

• These  solutions  are  based  on  the  WorldMark 
server  platform,  combined  with  software 
and  services. 

• NCR  LifeKeeper  software  minimizes 
downtime  by  recognizing  and  recovering 
hardware  component  or  application  defaults 
before  a total  system  failure  occurs. 

• NCR  Top  End  middleware  software  reroutes 
transactions  during  a system  failure, 
working  in  conjunction  with  LifeKeeper  for 
additional  system  protection. 

For  the  communications  industry,  NCR  is 
focusing  its  attention  on  the  critical  business 
issues  of  customer  retention,  customer 
profitability,  network  information 
warehousing,  and  fraud  detection. 

• The  NCR  RightSTART  Scalable  Data 
Warehouse  for  the  Communications 
Industry  combines  hardware,  software,  and 
services  in  a prepriced  package  for  entry- 
level  data  warehousing. 

• NCR  and  SABRE  Decision  Technologies 
have  formed  an  alliance  to  develop 
information  solutions  that  help 
communications  companies  build  marketing 
programs  to  assure  customer  retention.  The 
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solution  will  use  a customized  version  of 
SABRE’s  data  analysis  software  and  NCR’s 
WorldMark  family  of  scalable  servers,  as 
well  as  integration  and  consulting  services. 

• NCR  also  has  alliances  with  Legacy, 
Carnegie  Group,  ADRM,  CSA,  EMC2, 
Computer  Generation,  Oracle,  Business 
Objects,  Prism,  and  Informix  related  to 
solutions  for  the  communications  industry. 

In  March  1996,  NCR  introduced  CTI 
(Computer-Telephone  Integration)  Solutions 
for  Call  Centers,  which  provides  applications 
and  capabilities  that  enable  call  center 
representatives  to  access,  update,  and  manage 
critical  data. 

The  Computer  Systems  Group  also  works 
with  the  Retail  Systems  Group,  the  Financial 
Systems  Group,  and  Worldwide  Services  to 
provide  industry-specific  scalable  data 
warehousing  and  high-availability  transaction 
processing  solutions  to  the  retail  and  financial 
services  industries. 

Retail  Systems  Group 

The  Retail  Systems  Group,  with  1995  revenue 
of  $424  million,  designs,  develops,  markets, 
and  services  a full  line  of  products,  services, 
systems,  and  solutions  for  the  retail  industry. 

• Offerings  include  point-of-sale  terminals, 
bar-code  scanners  and  scanner  scales, 
networking  and  computer  server  technology 
to  link  these  terminals  and  scanners  on  both 
a local-  and  wide-area  basis,  and  in-store 
and  enterprise-level  decision  support 
systems. 

• The  Advanced  Checkout  Solution  is  a 
hardware/software  solution  for  grocers. 

The  Retail  Systems  Group  uses  the 
Professional  Services  organization  to  develop 


solutions  to  meet  the  needs  of  a variety  of 
retail  customers. 

• Professional  Services  provides  consulting 
services  to  help  customers  design,  integrate, 
install,  and  support  in-store  networks  of 
scanners,  point-of-sale  terminals,  network 
servers,  and  in-store  and  enterprise-level 
decision  support  and  data  warehousing 
systems. 

• Professional  Services  incorporates  third- 
party  software  and  products  as  required  to 
customize  solutions. 

Within  the  Retail  Systems  Group,  NCR  has 
two  research  organizations  focused  on  human- 
to-machine  interface  technology. 

Financial  Systems  Group 

This  group,  with  1995  revenue  of  more  than 

$1.0  billion,  provides  products,  services, 

systems,  and  solutions  for  the  financial 

industry,  with  particular  focus  on  retail 

banking. 

Offerings  include  self-service  devices  (ATMs), 
item/image  processing,  payment  systems, 
retail  bank  branch  automation  (in  virtual  and 
real  bank  branches),  and  relationship 
management  solutions  to  enable  financial 
institutions  to  better  manage  interaction  with 
their  customers. 

Relationship  management  solutions  are  based 
on  NCR’s  scalable  data  w^arehousing  offerings 
combined  with  services  provided  through 
NCR’s  Professional  Services  organization. 

• These  solutions  address  areas  such  as 
customer  retention  analysis,  transaction 
analysis,  and  campaign  management. 

• These  solutions  help  financial  institutions 
manage  their  interactions  with  individual 
customers  to  optimize  the  level  of  service 


NCR  Corporation 
December  1996 


© INPUT  1996  Reproduction  prohibited. 


Page  13  of  18 


INPUT  Vendor  Profile 


provided  and  to  increase  profit  per 
customer. 

• Decision  support  capabilities  allow  banks  to 
use  detailed  information  to  support  the 
management  of  their  business,  especially  in 
risk  management  processes,  implementing 
marketing  programs  tailored  for  specific 
customer  profiles,  and  pricing  of  services 
based  on  customers’  transaction  and  balance 
history. 

In  October  1996,  NCR  launched  a Financial 
Services  Knowledge  Laboratory  at  its  London 
headquarters  to  provide  a forum  in  which 
bankers  can  get  involved  in  industry  projects 
and  exchange  ideas  with  industry  experts, 
university  experts,  and  technology  partners  to 
map  out  and  plan  new  strategies  related  to 
the  evolving  needs  of  consumers  into  the  next 
millennium. 

Systemedia  Group 

The  Systemedia  Group,  with  1995  revenue  of 
approximately  $577  million,  develops, 
produces,  and  markets  consumable  and  media 
products  for  information  systems,  including 
transaction  processing  media,  business  forms, 
and  a full  line  of  integrated  equipment 
solutions. 

• Specific  products  offered  include  stock  and 
custom  paper  rolls,  pressure-sensitive 
labels,  label/form  combinations,  thermal 
transfer  ribbons,  impact  inking  media,  high- 
speed laser  forms,  encoding  products, 
mailers,  and  ink-jet  media. 

• Many  of  these  products  are  offered  as 
complementary  parts  of  broader  NCR 
systems,  including  point-of-sale  systems, 
ATMs,  and  item  processing  systems. 


Contracts 

Recently  awarded  contracts  include  the 

following: 

• In  November  1996,  Chase  Manhattan  Bank 
awarded  a contract  to  NCR  to  provide 
computer  systems,  application  software,  and 
integration  services  in  more  than  500  Chase 
retail  bank  branches. 

• In  October  1996,  JC  Penney  announced  it 
had  installed  an  $11  million  NCR  data 
warehouse  decision  support  system. 

• In  August  1996,  NCR  was  awarded  a $119 
million  Point-of-Service  ONE  (POS  ONE) 
contract  with  the  U.S.  Postal  Service  to 
replace  retail  systems  at  customer  service 
windows. 

- The  contract  is  the  initial  stage  of  a 
multiyear  project  potentially  worth  $1 
billion.  The  first  rollout  of  NCR  systems 
will  begin  in  Richmond  (VA)  in  early  1997. 

- NCR  worldwide  professional  and  customer 
service  organizations  will  be  performing 
program  management,  application 
customization,  systems  integration,  full 
staging  and  implementation,  and  life  cycle 
support,  including  remote  management 
and  diagnostics. 

• In  August  1996,  NCR  announced  that  it  had 
completed  installation  of  NCR  ATMs, 
servers,  and  debit  terminals  on  board  the 
last  designated  U.S.  Navy  ship  as  part  of  a 
multiyear  program  called  “ATMs-at-Sea.” 

• Since  July  1996,  NCR  has  helped  implement 
the  largest  educational  network  system  in 
the  U.S.  for  the  state  of  Tennessee. 

• In  March  1996,  Wal-Mart  Stores  selected 
NCR  to  expand  Wal-Mart’s  data  warehouse 
with  NCR’s  WorldMark  5100  system. 
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Teradata  Database  for  UNIX,  and 
professional  services  support. 

• In  February  1996,  NCR  was  awarded  a four- 
year,  $150  million  contract  with  the  Defense 
Information  Technology  Contracting  Office 
(DITCO)  to  replace  and  integrate  complete 
store  automation  systems  for  the  Defense 
Commissary  Agency’s  300  military 
commissaries  worldwide. 

Clients 

A sampling  of  NCR  clients,  by  industry, 
follows: 

Financial  Services — ASB  Bank  Limited,  Banc 
One,  Bank  of  America,  Bank  of  Boston, 
Barclays  Bank,  Blue  Cross/Blue  Shield  of 
Illinois,  Chase  Manhattan,  Citibank,  CoBank, 
Commonwealth  Bank  of  Australia, 

Community  Mutual,  Dime  Savings  Bank  of 
New  York,  European  American  Bank,  Fidelity 
Insurance,  First  of  America  Bank 
Corporation,  First  Union  Bank,  Huntington 
Bank,  Industrial  Savings  and  Loan 
Association,  INVESCO  Funds,  Mercantile 
Bank,  Mutual  of  Omaha,  National 
Westminister,  Reuters,  S.W.I.F.T.,  The 
Capital  Group,  Title  Guaranty  Escrow 
Services,  TSB  Bank,  Western  Bank 

Retail — Applebee’s,  Caldors,  Canadian  Tire 
Corporation,  Fabri-Center  of  America, 
Grossman’s,  Galleria  21,  Helene  Curtis,  JC 
Penney  (Chile),  Kmart,  Lechmere,  Merck, 
National  Convenience  Stores,  Reebok 
International,  Southland  Corporation, 
SuperAmerica,  Thrifty  Foods,  Wal-Mart,  W.H. 
Smith,  Zellers,  1-800  Flowers 

Communications — AT&T,  Ameritech,  BC  Tel, 
BellSouth  Advertising  and  Publishing 
Company,  GTE  Telephone  Operations, 
Telecom  Australia,  Telecom  New  Zealand, 
Sprint,  U S WEST 


Public  Sector/ Government — Canada  Post 
Corporation,  Jackson  County,  Ministry  of 
Human  Resources  Development  and 
Citizenship  & Immigration  Department,  New 
York  State  Liquor  Authority,  State  of  New 
Mexico  Taxation  and  Revenue,  State  of 
Tennessee,  State  of  Texas  Department  of 
Public  Safety,  U.S.  Navy,  U.S.  Postal  Service 

Manufacturing — Anheuser-Busch,  Chrysler, 
Coca-Cola,  Hughes  Aircraft,  McDonald’s, 
Oklahoma  Gas  and  Electric,  Pepsi-Cola, 
Procter  & Gamble,  Star  Enterprises,  State 
Electric  Supply,  Whirlpool 

Other — BP  Oil,  American  Airlines, 

Continental  Airlines,  Delta  Airlines,  United 
Airlines,  Oklahoma  Gas  & Electric,  Pepe 
Europe,  System  One,  Temasek  Polytechnic, 
Union  Pacific  Railroad 

Marketing  and  Sales 

NCR  principally  sells  through  the  direct  sales 
channel,  although  the  indirect  channel  is  used 
for  some  specific  offerings. 

Worldwide  Services — Services  are  marketed 
through  a direct  sales  force  of  approximately 
400,  with  separate,  dedicated  sales  for 
support  services  and  for  professional  services. 
The  Worldwide  Services  marketing 
organization  is  tasked  with  developing, 
marketing,  and  deploying  service  offerings 
globally.  Services  marketing  is  a key  demand 
creation  function  within  NCR. 

Retail  Systems  Group — NCR’s  retail  products 
are  marketed  through  a combination  of  direct 
and  indirect  channels. 

• The  majority  of  networked  solutions  and 
scalable  data  warehousing  solutions  sold 
into  the  retail  industry  are  sold  through  the 
direct  sales  force. 
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• In  recent  years,  more  than  70%  of  the  retail- 
specific  product  sales  (primarily  bar-code 
scanners  and  point-of-sale  terminals)  are 
sold  by  direct  sales;  the  remainder  are  sold 
through  indirect  channels,  including 
worldwide  alliances  with  more  than  300 
value-added  resellers,  distributors,  and 
dealers. 

Financial  Services  Group — Historically,  NCR 
has  distributed  most  of  its  financial  products, 
services,  systems,  and  solutions  through  a 
direct  sales  channel  targeted  at  larger 
customers,  although  some  revenue  comes  from 
distributors.  NCR  plans  to  increase  its 
business  through  indirect  channels  and 
partners  in  this  market. 

Computer  Systems  Group — Products  and 
solutions  are  marketed  through  a combination 
of  direct  and  indirect  channels. 

• The  direct  sales  force  targets  major  accounts 
and  approximately  85%  of  Computer 
Systems  Group’s  revenue  has  historically 
come  from  the  direct  sales  force. 

• Indirect  sales  come  from  alliances  with 
value-added  resellers,  distributors,  and 
OEMs. 

Systemedia  Group — This  unit  has  a direct 
sales  force  in  19  countries  focusing  on 
providing  consumable  supplies  to  major 
accounts.  In  addition,  products  are  sold 
through  office  products  resellers,  value-added 
resellers,  and  an  inbound  and  outbound 
telemarketing  organization. 

NCR  also  has  an  agreement  with  AT&T 
Capital  through  which  a range  of  financing 
alternatives  can  be  offered  to  NCR’s 
customers  in  the  U.S.,  Canada,  the  U.K., 
France,  and  Germany. 


Alliances 

Currently,  NCR  has  more  than  1,100  partners 

worldwide.  Alliances/agreements  announced 

in  1996  include  the  following: 

• In  October  1996,  NCR  and  Check  Point 
Software  Technologies  announced  a global 
OEM  and  marketing  agreement  whereby 
Check  Point’s  Check  Point  FireWall-1 
network  security  software  product  will  ship 
with  every  NCR  WorldMark  enterprise 
server. 

• In  October  1996,  NCR  announced  that 
Trillium  Software  has  become  a strategic 
partner  in  NCR’s  Scalable  Data  Warehouse 
program.  Trillium  offers  softw'are  tools  to 
consolidate  and  cleanse  data  being  entered 
into  a data  warehouse  from  a variety  of 
sources. 

• In  October  1996,  NCR  joined  an  alliance  of 
eleven  major  information  technology 
vendors  and  user  organizations  to  develop 
an  exportable  worldwide  approach  to  strong 
encryption  so  companies  can  conduct  secure 
international  electronic  commerce. 

• In  September  1996,  NCR  was  selected  by 
Microsoft  as  a key  partner  in  Microsoft’s 
data  warehouse  strategy. 

• In  September  1996,  NCR  announced  an 
agreement  to  offer  HSI  Corporation’s  “Profit 
Series  System”  on  NCR’s  POS  workstations 
for  food  service  operators.  The  Profit  Series 
is  a Windows-based  POS  application  to 
track  sales,  control  costs,  and  facilitate 
training  in  food  and  beverage  operations. 

• In  September  1996,  NCR  and  Retail  Target 
Marketing  Systems  (RTMS)  announced  an 
agreement  to  market  a complete  in-house 
database  marketing  solution  for  retailers  to 
build  one-on-one  customer  relationships. 

The  solution  combines  the  RTMS  Archer 
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Retail  Database  Marketing  Software  and 
NCR’s  WorldMark  servers. 

• In  August  1996,  NCR  announced  an 
agreement  with  Computer  Generation,  Inc. 
(CGI)  to  provide  data  collection  and  billing 
solutions  to  the  telecommunications 
industry.  CGI’s  software  will  run  on  NCR’s 
WorldMark  servers  to  collect  and  analyze 
call  data  from  large  telephone  switches  for 
billing,  marketing,  and  customer  analysis. 

• In  July  1996,  NCR  and  Netscape  announced 
a worldwide  licensing  agreement  to  provide 
solutions  for  building  corporate  intranets 
and  conducting  electronic  commerce  on  the 
Internet.  The  two  companies  will  work 
together  to  port  Netscape  Web  software  to 
UNIX  MP-RAS  release  3.0,  NCR’s  version  of 
the  UNIX  operating  system.  In  addition, 
NCR  will  bundle  Netscape  FastTrack  (entry- 
level  Web  server  software)  on  NCR  S40 
servers  running  Windows  NT. 

• In  May  1996,  NCR  and  SABRE  Decision 
Technologies  announced  an  alliance  to 
deliver  a data  warehousing  solution  for  the 
communications  industry.  NCR  markets 
SABRE’s  data  analysis  software  as  part  of  a 
complete  customer  retention  solution  data 
warehouse  program. 

• In  April  1996,  NCR  and  Ascom  Timeplex 
announced  an  alliance  to  provide  end-to-end 
connectivity  solutions  to  their  Caribbean 
and  Latin  America  customers  to  support 
their  network  needs,  including  network 
consulting,  management,  integration,  and 
voice  and  data  products. 

• In  February  1996,  NCR  announced  a 
partnership  with  MicroStrategy,  Inc.  to 
provide  customers  with  remote  access  to 
their  data  warehouses  through  the  World 
Wide  Web.  MicroStrategy  has  ported  its 
DSS  Web  relational  on-line  analytical 


processing  tool  to  NCR’s  Teradata  database 
system. 

Other  major  partners  include  the  following: 

• Technology  enablers — lintel,  Microsoft, 
Oracle 

• Consulting — Andersen  Consulting,  Coopers 
& Lybrand,  EDS,  Perot  Systems,  MCI 
Systemhouse 

• Software  / Applications — Computer 
Associates,  Informix,  IRI  Software,  Oracle, 
PeopleSoft,  Policy  Management  Systems 
Corporation,  SAP,  Sybase 

• Distribution  and  Servicing — CompuCom, 
Entex,  Inacom,  Intelligent  Electronics, 
MicroAge,  Osborne 

• Manufacturing — Conner  Disk  Drives, 
Samsung,  Intel 

Competition 

NCR’s  major  competitors,  by  business  unit, 
include  the  following: 

Worldwide  Services — IBM,  Digital,  Hewlett- 
Packard,  and  Unisys  in  the  customer  support 
services  business;  and  IBM,  EDS,  Andersen 
Consulting,  Hewlett-Packard,  Unisys,  and 
CAP  Gemini  Sogeti  in  the  professional 
services  business 

Retail — ^At  the  store  level,  principal 
competitors  include  Siemens  Nixdorf 
International,  Fujitsu  Ltd.,  ICL  pic,  and  IBM 
for  point-of-sale  terminals  and  peripherals; 
Spectra-Physics,  Symbol  Technologies,  and 
Metrologic  Instruments  for  bar-code  scanners; 
and  IBM  and  Hewlett-Packard  for  in-store 
networking  and  decision  support. 

At  the  enterprise  level,  scalable  decision 
support  and  scalable  data  warehousing 
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system  competitors  include  IBM,  Hewlett- 
Packard,  and  Tandem  Computers. 

Financial  Services — Primary  competitors 
include  Diebold,  Fujitsu,  SNI,  and  Omron 
Electronics  for  x4TMs;  IBM  and  BancTec  in 
image/item  processing;  and  SNI,  Hewlett- 
Packard,  and  Unisys  in  data  warehousing 

Computer  Systems — IBM,  Hewlett-Packard, 
Digital,  Sun  Microsystems,  Tandem,  Sequent, 
SNI,  Pyramid  Technology,  Fujitsu,  NEC, 
Hitachi,  Croupe  Bull,  Olivetti  SpA,  ICL,  and 
Unisys  in  the  traditional  systems  area; 
Compaq  and  Dell  Computer  for  servers;  and 
IBM,  Digital,  Tandem,  Sequent,  Pyramid, 
Hewlett-Packard,  and  Sun  Microsystems  in 
the  data  warehousing  market 

Systemedia — The  Standard  Register 
Company,  Reynolds  & Reynolds,  Wallace 
Computer  Services,  Sony,  Moore  Corporation, 
International  Imaging  Materials,  Nu-Kote 
Holding,  Rittenhouse  Paper  Co.,  Sopano  S.A., 
Rolltech  Ltd.,  Katsumata,  K.K.,  and  Paper 
Manufacturers,  Inc. 


Assessment 

NCR’s  strengths  include; 

• Global  resources,  particularly  in  services 

• Much  more  focus  since  the  restructuring 
and  spin-off  from  AT&T.  Independence 
from  AT&T  allows  NCR  to  move  in  the 
directions  it  must  move  to  be  more 
successful  and  grow. 

• Reputation  in  target  markets  (number  one 
in  ATM  market,  number  two  in  PCS 
market) 

• Significant  penetration  in  target  vertical 
markets,  as  well  as  transaction  processing 
and  data  warehousing 

Challenges  over  the  coming  year  include: 

• Re-establishing  NCR  brand  name  in  the 
market 

• Returning  to  aggressively  marketing  the 
inherent  strengths  of  NCR  (which  has  not 
been  done  in  recent  times) 

• Achieving  recognition  in  the  market  as  a 
solutions  provider  rather  than  as  a 
hardware  vendor 
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COMPANY  PROFILE 


NCR  DATA  SERVICES  James  D.  Wise,  Assistant  Vice  President 

1700  South  Patterson  Boulevard  A Division  of  NCR  Corporation's 

Dayton,  OH  45479  United  States  Data  Processing  Group 

(513)445-4600  Total  Employees;  1,500 

Total  Revenue,  Fiscal  Year  End 
12/31/87:  $150,000,000 


The  Company  NCR  Data  Services,  an  autonomous  division  of  NCR 

Corporation's  United  States  Data  Processing  Group  (USDPG), 
provides  processing  services  to  thrift  institutions,  commercial 
banks,  credit  unions,  and  retail  establishments  through  the  use  of 
NCR  Data  Centers.  NCR  Data  Services  also  provides  computer 
output  microfiche  (COM),  laser  printing,  and  facilities 
management  services  for  a variety  of  industries.  NCR  Data 
Services  has  a user  base  of  over  850  financial  institutions  and  20 
million  accounts  in  the  U.S. 

• NCR  Data  Services  was  established  in  1960  as  the  Data  Centers 
Division  of  NCR  Corporation  and  subsequently  became  a unit 
of  the  EFT  and  Data  Services  Division,  which  was  formed  in 
January  1983  when  NCR  merged  its  EFT  Systems  and  Services 
and  Data  Centers  divisions.  NCR  Data  Services  is  currently  an 
autonomous  operating  division  of  USDPG. 

NCR  Corporation  and  its  subsidiaries  develop,  manufacture, 
market,  install,  and  service  business  information  processing 
systems  for  worldwide  markets.  Total  NCR  corporate  revenue  in 
1987  was  over  $5.6  billion.  NCR  Data  Services  revenue  was  $150 
million  in  1987. 

In  September  1986,  NCR  Data  Services  acquired  Datacopi  of 
Atlanta,  a provider  of  computer  output  microfiche  (COM)  and 
laser  printing  services.  The  acquisition  added  eight  new  centers  to 
the  division. 

During  1987,  NCR  Data  Services  reorganized  its  operations  into 
Thrift,  Commercial  Bank,  Information  Imaging  Systems,  EFT 
Services,  Facilities  Management  Services,  and  Retail  product  lines 
to  better  serve  customer  needs  in  each  product  group. 

Competition  varies  greatly  by  region.  Major  competition  is  from 
in-house  systems  and  other  equipment  vendors. 
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Key  Products  and 
Services 


One  hundred  percent  of  NCR  Data  Services'  1987  revenue  was 
derived  from  data  processing  services  provided  via  over  35  data 
centers  throughout  the  U.S. 

• On-line  processing  is  provided  to  thrift  institutions  and  credit 
unions. 

• On-line  and  batch  processing  services  are  provided  to  retail 
stores  and  commercial  banks. 

• NCR  Data  Services  customers  are  usually  charged  on  a per- 
transaction  or  per-account  basis.  A typical  contract  is  for  a 
minimum  of  three  years. 

On-line  services  include  the  STARCOM  Financial  System  for  the 
thrift  industry  and  Commerial  Banks  Systems  for  commercial 
banks. 

• The  STARCOM  Financial  General  Ledger  automatically  posts 
transactions  processed  by  other  modules  to  the  proper  general 
ledger  account  and  creates  the  correct  offsetting  debit  or  credit 
entry.  General  ledger  transactions  are  optionally  consolidated 
to  teller,  branch,  or  institutional  level  for  posting.  Other 
features  include  budget  planning,  on-line  inquiries, 
maintenance  transaction  processing,  income  and  expense 
processing,  and  various  accounting-period  closing  reports. 

- On-Line  Financial  Customer  Information  File  provides 
complete  account-holder  information,  including  account 
numbers  and  balances  cross-indexed  by  names  and  addresses 
for  multiple  match  identification. 

- On-Line  Financial  Savings  provides  real-time  updates  of  the 
savings  master  file  for  statement  savings,  passbook  savings, 
and  many  types  of  certificates  of  deposit.  The  system 
provides  instant  file  updating  and  generates  a variety  of 
reports  for  account  holders,  government  agencies,  and 
financial  institutions. 

- On-Line  Financial  NOW  Accounts  Processing  processes  in- 
clearing items,  over-the-counter  items,  and  line-of-credit 
loan  transactions.  A series  of  management  reports  and 
account  holder  statements  are  provided.  Features  include 
automatic  service  charge  assessments,  on-line  stop-payment 
request  facility,  overdraft  protection  and  line-of-credit  loans, 
rejected-item  reports,  and  updated  control  totals  for  tellers. 
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- On-Line  Financial  Loan  Processing  provides  transaction 
processing  of  a variety  of  types  of  loans  and  provides  a 
variety  of  methods  for  calculating  interest.  A complete 
reporting  system  is  provided  for  these  loan  processes,  in 
addition  to  daily  transaction  journals,  auditor  exception 
reports,  and  associated  periodic  reports. 

- STARSTREAM,  an  optional  module,  is  a report-generating 
and  management  information  tool  that  allows  data  center 
users  to  access  their  customer  data  base  through  a personal 
computer.  Features  include  customized  reporting  on 
demand,  what-if  modeling,  word  processing  capabilities,  and 
multiple  security  levels. 

- Asset/Liability  and  Financial  Planning  Systems  (A/L  and 
FPS)  provide  thrift  institutions  and  commercial  banks  with 
the  ability  to  perform  true  asset/liability  management  as  well 
as  budgeting  comparisons  on  a microcomputer. 

• Commercial  Bank  System  provides  an  on-line  banking  system 
designed  for  commercial  bank  account  processing.  The  system 
offers  application  modules  that  can  be  customized  to  financial 
institutions'  individual  needs.  The  modules  available  include 
the  following: 

- Demand  Deposit  Accounting  (DDA)  provides  complete 
processing  for  regular,  business,  and  special  accounts. 
Optional  account  analysis,  float  analysis,  and  various  service 
charge  plans  provide  additional  processing  flexibility. 

- Negotiable  Order  of  Withdrawal  (NOW)  utilizes  the 
processing  features  of  the  DDA  module  and  provides 
options  relating  to  interest-bearing  accounts. 

- The  Savings  module  offers  regular  and  golden  savings  with  a 
passbook  or  statement,  club  accounts,  and  certificate-of- 
deposit  processing.  Variable  interest  rates  are  available  for 
IRAs  and  certificates  of  deposit. 

- The  Installment  Loan  module  offers  discount  loan  and 
rebate  processing  using  the  rule  of  78s  or  straight-line 
method.  Simple  interest  loans  may  also  be  processed 
through  this  module.  Variable-rate  installment  loans  are 
also  supported  as  part  of  this  module. 

- The  Mortgage  Loan  module  processes  mortgage  loans  with 
escrow  and  provides  escrow  analysis  and  secondary-market 
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reporting.  Additionally,  home  equity  loans  are  processed  on 
this  system. 

- The  Accrual  Loan  module  consists  of  three  divisions:  simple 
interest  installments,  commercial  loans,  and  construction 
mortgage  loans.  This  module  processes  line-of- 
credit/commitment,  participation,  and  dealer  floor  plan 
loans  in  the  commercial  loan  division.  Mortgage  loans  with 
irregular  payment  schedules,  such  as  construction  loans,  can 
also  be  serviced  by  this  module.  Contingent  or  indirect 
liability  accounting  maintains  necessary  information  for 
several  guarantor/endorser  or  cosigner  relationships  and 
also  provides  collateral  control,  which  may  be  reported  by 
customer  or  by  collateral  type. 

- STARSTREAM,  an  optional  module,  provides  the  user  with 
direct  access  to  the  customer  data  base  through  a personal 
computer.  Features  include  customized  reporting  on 
demand,  what-if  modeling,  use  of  word  processing 
capabilities,  multiple  security  levels,  and  lead-through 
operating  instructions. 

- More  than  120  reports  are  available  in  the  processing  system. 
In  addition  to  application-related  reports,  marketing  and 
yearly  information  is  available,  such  as  geographic  and  socio- 
economic customer  dispersion,  1099  forms,  alphabetic  cross 
reference,  and  yearly  customer  interest/tax  notices.  Special 
or  one-time  reports  may  be  produced  through  the  Report 
Generator.  T^  generator  extracts,  sorts,  and  prints  data 
from  the  master  file  based  upon  user-designated  criteria. 
Data  can  be  presented  in  detailed  or  summarized  form  and 
may  include  totals  and  subtotals. 

- The  system  automatically  generates  general  ledger 
transactions  as  a by-product  of  application  processing. 

During  application  processing,  the  system  posts  deposits, 
withdrawals,  payments,  and  other  related  transactions.  The 
system  then  updates  the  Central  Information  File  and 
creates  a corresponding  transaction  file  needed  to  update  the 
general  ledger  in  a subsequent  processing  cycle. 

• Other  modules  also  available  include  the  following 

microcompter-based  systems: 

- Asset  Liability/Financial  Management  System. 

- Call  Reporter  1. 
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- 1099  Reporter  1. 

- General  Ledger  Analyzer. 

- Customer  Profitability /Account  Analysis. 

- 911  Disaster  Recovery  Planning  System. 

EFT  Services  provides  STARCOM  II,  a new  electronic  transfer 
service  offering  24  hour-a-day  processing  for  either  shared  or 
proprietary  networks.  STARCOM  II  is  designed  to  maintain 
transaction  security,  provide  network  settlement,  and  generate 
management  and  statistical  reports. 

Information  Imaging  Systems  provides  various  computer  output 
image  processing  services,  including  laser  printing,  electronic 
publishing,  value-added  information  distribution,  and  computer 
output  microfiche.  Services  are  provided  to  all  phases  of  print 
production,  finishing,  distribution,  and  record  storage. 

Facility  Management  Services  provides  staff,  equipment,  and 
operations  support  for  a customer's  data  center. 

Retail  Services  provides  batch  processing  to  retail  chains. 


INPUT  estimates  that  thrift  institutions  generated  approximately 
60%  of  NCR  Data  Services'  1987  revenue  and  commercial  banks 
generated  15%.  The  remaining  25%  of  revenue  is  divided  among 
retail  distributors  and  Information  Imaging  Systems  customers. 


One  hundred  percent  of  NCR  Data  Services'  1987  revenue  was 
derived  from  the  U.S. 


NCR  Data  Services  currently  maintains  over  35  data  centers  in  the 

U.S. 

• The  largest  data  centers  are  located  in  Hawthorne  and  San 
Francisco  (CA),  Chicago  (IL),  Dallas  (TX),  Columbia  (MD), 
Framingham  (MA),  Hartford  (CT),  Trenton  (NJ),  Winston- 
Salem  (NC),  Pittsburgh  (PA),  Atlanta  (GA),  Dayton  (OH),  and 
Norfolk  and  Virginia  Beach  (VA). 

- These  centers  each  have  three  to  seven  computers  installed, 
primarily  NCR  Criterion  or  larger  systems. 
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• Smaller  centers  are  located  in  Honolulu,  St.  Louis,  and  Miami. 

- NCR  equipment  used  at  the  smaller  centers  is  usually  the 
smaller  NCR  Criterion. 

Information  Imaging  Systems  centers  are  located  in  Dayton, 
Atlanta,  Denver,  San  Francisco,  Los  Angeles,  Tampa,  Miami, 
Dallas,  Cincinnati,  Chicago,  Detroit,  Miimeapolis,  and  White 
Plains  (NY). 

The  number  of  employees  ranges  from  10  to  15  at  the  smaller 
centers,  up  to  120  in  the  larger  centers. 


<9 
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NCR  DATA  SERVICES 
1700  South  Patterson  Boulevard 
Dayton,  OH  45479 
(513)  445-4600 


James  D.  Wise,  Assistant  Vice  President 
A division  of  NCR  Corporation's 
United  States  Data  Processing  Group 
Total  Employees:  938 
Total  Revenue,  Fiscal  Year  End 
12/31/84:  $73,767,000 


THE  COMPANY 


• NCR's  Data  Services,  a division  of  NCR  Corporation's  United  States  Data 
Processing  Group  (USDPG),  provides  processing  services  to  commercial  banks, 
thrift  institutions,  credit  unions,  and  retail  establishments  through  the  use  of 
NCR  Data  Centers.  NCR  Data  Centers  also  provide  Cornputer  Output  Micro- 
fiche (COM)  service  for  a variety  of  industries.  Over  700  retail  firms  and  750 
financial  institutions  are  Data  Services  customers  in  the  U.S. 

Data  Services  was  established  in  I960  as  the  Data  Centers  Division  of 
NCR  Corporation.  Data  Services  became  a unit  of  the  EFT  and  Data 
Services  Division,  which  was  formed  in  January  1983  when  NCR 
merged  its  EFT  Systems  and  Services  and  Data  Centers  divisions.  In 
1985  EFT  became  part  of  the  Financial  Systems  Division  and  Data 
Services  became  the  USDPG  Data  Services  Division. 

NCR  Corporation  and  its  subsidiaries  develop,  manufacture,  market, 
install,  and  service  business  information  processing  systems  for  world- 
wide markets.  Total  corporate  revenue  in  1984  was  $4.1  billion. 

• Data  Services  revenue  was  $73  million  in  1984.  1984  revenue  figures  have 

been  adjusted  to  reflect  division  results  without  the  EFT  organization. 

• Data  Services  acquired  Anacomp  Banking  Services  effective  January  I,  1984. 
This  added  one  data  processing  center  in  Winston-Salem  (NC)  and  another  in 
Decatur  (IL)  as  well  as  item  processing  centers  in  San  Francisco  (CA)  and 
Fredericksburg  (VA). 

• During  1984  Data  Services  reorganized  into  Retail,  COM,  Commercial  Bank 
and  Thrift  product  lines  to  better  serve  customer  needs  in  each  product  group. 

• Competition  varies  greatly  by  region.  Major  competition  is  from  in-house 
systems  and  other  equipment  vendors.  Service  bureau  competitors  include 
ADP,  EDS,  and  Citicorp.  Anacomp  is  a major  competitor  in  the  COM  services 
area. 
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KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Data  Services'  1984  revenue  was  derived  from  proces- 
sing services  provided  via  over  30  data  centers  throughout  the  U.S.  On-line 
and  batch  processing  services  are  provided  to  retail  stores  and  commercial 
banks.  On-line  processing  is  provided  to  thrift  institutions  and  credit  unions. 
Users  of  Data  Services  are  usually  charged  on  a per  transaction  or  per  account 
basis.  A typical  contract  is  for  a minimum  of  three  years. 

• On-line  services  include  the  STARCOM  Financial  System  for  the  thrift 
industry,  the  STARCOM  Retail  System  for  retail  institutions,  and  the  Central 
Information  File  (CIF)  System  for  commercial  banks. 

The  STARCOM  Financial  System  is  a real-time  account  processing  and 
management  information  system  designed  specifically  for  the  thrift 
industry  (savings  and  loans,  savings  banks,  and  credit  unions),  that 
consists  of  the  following  application  modules: 

. On-Line  Financial  General  Ledger  automatically  posts  trans- 
actions processed  by  other  modules  to  the  proper  general  ledger 
account  and  creates  the  correct  offsetting  debit  or  credit 
entry.  General  ledger  transactions  are  optionally  consolidated 
to  teller,  branch,  or  institutional  level  for  posting.  Other 
features  include  budget  planning,  on-line  inquiries,  maintenance 
transaction  processing,  income  and  expense  processing,  and 
various  accounting  period  closing  reports. 

. On-Line  Financial  Customer  Information  File  provides  complete 
account  holder  information  including  account  numbers  and 
balances  cross-indexed  by  names  and  addresses  for  multiple 
match  identification. 

. On-Line  Financial  Savings  provides  real-time  updates  of  the 
savings  master  file  for  statement  savings,  passbook  savings,  and 
many  types  of  certificates  of  deposit.  The  system  provides 
instant  file  updating  and  generates  a variety  of  reports  for 
account  holders,  government  agencies,  and  financial  institutions. 

. On-Line  Financial  NOW  Account  Processing  processes 
in-clearing  items,  over-the-counter  items,  and  line-of-credit 
loan  transactions.  A series  of  management  reports  and  account 
holder  statements  are  provided.  Features  include  automatic 
service  charge  assessments,  on-line  stop  payment  request 
facility,  overdraft  protection  and  line-of-credit  loans,  rejected 
item  reports,  and  updated  control  totals  for  tellers. 

. On-Line  Financial  Loan  Processing  provides  transaction  proces- 
sing of  a variety  of  types  of  loans  and  provides  a variety  of 
methods  for  calculating  interest.  A complete  reporting  system 
is  provided  for  these  loan  processes  in  addition  to  daily  trans- 
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action  journals,  auditor  exception  reports,  and  associated 
periodic  reports. 

. STARSTREAM,  an  optional  module,  is  a report  generating  and 
management  information  tool  that  allows  data  center  users  to 
access  their  customer  data  base  through  a personal  computer. 
Features  include  customized  reporting  on  demand,  what-if 
modeling,  word  processing  capabilities,  and  multiple  security 
levels. 

. Asset/Liability  and  Financial  Planning  System  (A/L  and  FPS) 
provides  thrift  institutions  and  commercial  banks  with  the 
ability  to  perform  true  asset/liability  management  as  well  as 
budgeting  comparisons  on  a microcomputer. 

The  STARCOM  Retail  System  is  a data  collection  and  reporting  system 

for  the  retail  industry.  It  is  a modular  system  for  processing  sales, 

inventory,  and  financial  data.  The  application  modules,  which  can  be 

fully  modules  integrated,  include  the  following: 

. Sales  Analysis  and  Sales  Audit  provides  sales  activity  informa- 
tion by  company,  store,  division,  department,  and  class.  Reports 
generated  include  a Sales  Analysis  Report;  a Sales,  Tax,  and 
Non-Merchandise  Report;  and  a Salesperson  Productivity 
Report. 

. Inventory  Management  provides  a Retail  Inventory  Management 
Report  of  current  inventory  status  of  each  classification,  sales 
activity,  profitability,  and  Gross  Margin  Return  on  Investment 
(GMROI)  comparisons.  Other  reports  generated  include  physical 
inventory  difference,  merchandise  stock  ledger,  open-order 
summary,  vendor  analysis  reports,  and  a general  journal  listing. 

. Unit  Trend  Analysis  provides  stock  keeping  unit  (SKU)  level 
inventory  information  for  tracking  merchandise  sales  at  style, 
color,  and  size  units.  Management  Inquiries  include  Unit  Trend 
Inquiry,  Hot  and  Slow  Item  Inquiry,  Unit  Trend  Color/Size 
Inquiry,  and  Item  Locator  Inquiry.  This  module  also  provides  a 
report  writer  for  reformatting  desired  reports. 

. Purchase  Order  Management  generates  purchase  orders, 
receiving  documents,  merchandise  tickets,  distribution  work- 
sheets, and  distribution  manifests.  Reports  generated  include 
the  Order  Report  on  status  of  orders  and  the  Voucher-Receipt 
Reconciliation  Report  for  reconciling  merchandise  receipts  with 
accounts  payable  data. 

. Merchandise  Planning/Open-To-Buy  enables  merchandise  plans 
with  Open-to-Buy  to  be  automatically  generated  from  historical 
information  maintained  in  the  system. 


3 of  7 
April  1985 


©1985  by  INPUT.  Reproduction  Prohibited. 


INPUT 


NCR  DATA  SERVICES 


. Accounts  Payable  provides  information  relating  to  open  items 
payable,  vendor  status,  and  outstanding  checks.  The  system 
ages  liabilities,  projects  cash  requirements,  identifies  available 
discounts,  automatically  writes  checks,  and  provides  printed 
audit  trails  and  management  reports. 

. Accounts  Receivable  monitors  accounts  receivable  activity. 
System  reports  are  available  for  aged  trial  balance,  credit 
authorization,  selective  account  analysis,  collection,  customer 
statements,  and  account  activity. 

. Credit  Authorization  provides  on-line  credit  authorization  if  set 
conditions  are  met.  If  conditions  are  not  met,  account  informa- 
tion is  displayed  to  allow  the  authorizor  to  decide  whether  to 
manually  authorize  or  deny  the  sale.  Audit  listings  and  statis- 
tical summaries  of  authorizations  are  printed  daily. 

. Financial  Reporting  System  includes  a trial  balance  report,  an 
income  statement,  and  a balance  sheet.  Also  included  is  a 
strategic  profit  modeling  feature  for  what-if  analysis.  The 
model  calculates  current  and  revised  profit  variables  and 
displays  financial  results  such  as  inventory  turnover,  GMROI, 
and  return-on-net-worth. 

Central  Information  File  (CIF)  is  an  on-line  memo-posting  banking 
system  designed  for  commercial  bank  account  processing.  The  system 
offers  eight  application  modules  which  can  be  customized  to  financial 
institutions'  individual  needs.  The  modules  available  Include  the 
following: 

. Demand  Deposit  Accounting  (DDA)  provides  complete  proces- 
sing for  regular,  business,  and  special  accounts.  Optional 
account  analysis,  float  analysis,  and  various  service  charge  plans 
provide  additional  processing  flexibility. 

. Negotiable  Order  of  Withdrawal  (NOW)  utilizes  the  processing 
features  of  the  DDA  module  and  provides  options  relating  to 
interest-bearing  accounts. 

. The  Savings  module  offers  regular  and  golden  savings  with  a 
passbook  or  statement,  club  accounts,  and  certificate  of  deposit 
processing.  Variable  interest  rates  are  available  for  IRAs  and 
certificates  of  deposit. 

. The  Installment  Loan  module  offers  discount  loan  and  rebate 
processing  using  the  rule  of  78s  or  straight-line  method.  Simple 
interest  loans  may  also  be  processed  through  this  module. 

. The  Mortgage  Loan  module  processes  mortgage  loans  with 
escrow  and  provides  escrow  analysis. 
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The  Accrual  Loan  module  consists  of  three  divisions;  simple 
interest  installments,  commercial  loans,  and  construction 
mortgage  loans.  This  module  processes  line-of-credit/commit- 
ment,  participation,  and  dealer  floor  plan  loans  In  the  commer- 
cial loan  division.  Mortgage  loans  with  irregular  payment 
schedules,  such  as  construction  loans,  can  also  be  serviced  by 
this  module.  Contingent  or  indirect  liability  accounting  main- 
tains necessary  information  for  several  guarantor /endorser  or 
co-signer  relationships  and  also  provides  collateral  control, 
which  may  be  reported  by  customer  or  by  collateral  type. 

Asset  Liability  Management  (ALMS)  provides  bank  management 
with  information  relating  to  rate-sensitive  assets  and  liabilities; 
interest  yield  analysis  for  CIF  applications  and  investment 
securities;  and  interest  margin  and  interest  trend  analysis.  The 
system  provides  both  short-  and  long-range  analysis  reporting. 
The  ALMS  accepts  input  from  the  CIF  master  file,  general 
ledger  system,  and  a manual  input  system.  Input  data  not  avail- 
able in  either  the  CIF  master  file  or  general  ledger  is  entered 
through  the  manual  input  system.  Users  can  customize  the 
manual  input  system  to  satisfy  individual  requirments. 

STARSTREAM,  an  optional  module,  provides  the  user  with 
direct  access  to  the  customer  data  base  through  a personal 
computer.  Features  include  customized  reporting  on  demand, 
what-if  modeling,  use  of  word  processing  capabilities,  multiple 
security  levels,  and  lead-through  operating  instructions. 

More  than  120  reports  are  available  in  the  CIF  System.  In 
addition  to  application-related  reports,  marketing  and  yearly 
information  is  available  such  as  geographic  and  socio-economic 
customer  dispersion,  1099  forms,  alphabetic  cross  reference,  and 
yearly  customer  interest/tax  notices.  Special  or  one-time 
reports  may  be  produced  through  the  CIF  Report  Generator. 
The  generator  extracts,  sorts,  and  prints  data  from  the  CIF 
master  file  based  upon  user-designated  criteria.  Data  can  be 
presented  in  either  detail  or  summarized  form  and  may  include 
totals  and  subtotals. 

The  CIF  system  automatically  generates  general  ledger  trans- 
actions as  a by-product  of  application  processing.  During  appli- 
cation processing,  the  system  posts  deposits,  withdrawals, 
payments,  and  other  related  transactions.  It  then  updates  the 
Central  Information  File  and  creates  a corresponding  trans- 
action file  needed  to  update  the  general  ledger  in  a subsequent 
processing  cycle. 

Also  provided  by  the  CIF  system  is  the  capability  for  multi- 
branch, holding  company  processing.  Multiple  holding  companies 
and  branches  may  reside  on  the  same  Central  Information  File. 
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Mixed  item  transactions  from  all  banks  on  the  file  are  sorted 
and  posted  to  the  proper  accounts  in  a single  update  run. 
Reports  are  produced  by  bank.  Reporting  options  and  bank 
policies  governing  application  processing  are  maintained  in  each 
bank's  header  records. 

• Data  services  also  provides  general  business  processing  and  COM  services  to  a 
variety  of  industries. 

General  business  applications  include  accounts  payable,  accounts 
receivable,  financial  planning,  general  ledger,  inventory  control,  and 
sales  analysis  from  some  centers. 

COM  services  showed  marked  increases  in  activity  and  revenue  in 
1984.  COM  SERVICE  centers  convert  magnetic  tape  input  into  4x6 
inch  microfiche.  NCR  COM  features  include  expanded  line  capabili- 
ties, choice  of  format,  selection  of  reduction  ratios,  and  color-coded 
title  lines. 

INDUSTRY  MARKETS 

• INPUT  estimates  that  thrift  institutions  generated  approximately  55%  and 
commercial  banks  20  % of  1984  Data  Services  revenue.  The  remaining  25%  of 
revenue  is  divided  among  retail  distributors  and  COM  customers. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  Data  Services  1 984  revenue  was  derived  from  the  U.S. 
COMPUTER  HARDWARE 

• Retail  data  centers  were  reorganized  such  that  remote  input/output  satellites 
relay  information  to  and  from  parent  data  centers. 

• Data  Services  opened  a Commercial  Bank  data  center  in  Dallas;  opened  an 
item  processing  center  in  Tewksbury  (MA);  and  announced  plans  to  build  a new 
Thrift  data  center  in  Hartford  (CT).  Operations  are  scheduled  to  begin  in 
Hartford  May  I,  1985. 

• NCR  currently  maintains  over  30  data  centers  in  the  U.S. 

The  largest  data  centers  are  located  in  Hawthorne  (CA),  Chicago, 
Dallas,  Columbia  (MD),  Framingham  (MA),  Hartford  (CT),  Trenton  (NJ), 
Winston-Salem  (NC),  Pittsburgh,  Atlanta,  Dayton,  San  Francisco,  and 
Virginia  Beach  (VA). 

. These  centers  each  have  three  to  seven  computers  installed, 
primarily  NCR  Criterion  or  larger  systems. 
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Smaller  centers  are  located  in  Honolulu,  Seattle,  St.  Louis,  Dallas,  New 

Orleans  (2),  Houston,  San  Antonio,  San  Francisco,  Tampa,  Syracuse, 

Miami,  Denver,  Norfolk,  Wilkes  Barre  (PA),  Minneapolis,  and  Decatur. 

. NCR  equipment  used  at  the  smaller  centers  ranges  up  from  NCR 
9020s. 

Two  other  types  of  centers  exist: 

. COM  processing  centers  in  Minneapolis,  Chicago,  San  Antonio, 
Atlanta,  Tampa,  Miami,  Dayton,  Detroit,  and  San  Francisco. 

. Retail  Satellite  data  processing  centers  in  New  England, 
Columbia,  Pittsburgh,  Hawthorne,  Detroit,  Seattle,  Miami, 
Houston,  Dayton,  and  San  Antonio.  Satellite  centers  serve  as 
remote  input/output  stations  for  their  parent  data  center. 

• The  number  of  employees  range  from  10  to  15  at  the  smaller  centers  up  to  120 
in  the  larger  centers. 
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NCR  DATA  SERVICES 
1700  South  Patterson  Boulevard 
Dayton,  OH  45479 
(513)  445-4600 


James  D.  Wise,  Assistant  Vice  President 
Unit  of  the  EFT  and  Data  Services 
Division  of  NCR  Corporation 
Total  Employees:  1,500 
Total  Revenue,  Fiscal  Year  End 
12/31/82:  $79,000,000 


THE  COMPANY 

• NCR  Data  Services,  formerly  the  Data  Centers  Division  of  NCR  Corporation, 
was  established  in  1961.  Data  Services  now  operates  as  a unit  of  the  EFT  and 
Data  Services  Division,  which  was  formed  in  January  1983  when  NCR  merged 
its  EFT  Systems  and  Services  and  Data  Centers  divisions. 

Data  Services  provides  batch  processing,  remote  computing,  and  com- 
puter output  microfilm  services  primarily  to  thrift  institutions  (savings 
and  loans,  credit  unions,  mutual  savings  banks)  and  retail  establish- 
ments. Over  1,200  retail  firms  and  568  financial  institutions  are  Data 
Services  customers  in  the  U.S. 

NCR's  EFT  Services,  introduced  in  1982,  provides  electronic  funds 
transfer  throughout  the  U.S.  among  retail  stores  and  financial  institu- 
tions markets  in  which  the  company  has  large,  established  customer 
bases. 

NCR  Corporation  and  its  subsidiaries  develop,  manufacture,  market. 
Install,  and  service  total  business  information  systems  for  selected 
worldwide  markets.  Total  corporate  revenue  in  1982  was  $3.5  billion. 

• Data  Services  revenue  was  $79  million  in  1982.  Revenue  is  generated  by  42 
worldwide  data  centers,  27  of  which  are  in  the  U.S.  In  1982  U.S.  centers 
produced  59%  of  the  $79  million  in  Data  Services  revenue,  amounting  to  $47 
million. 

• NCR  Data  Services  has  closed  26  data  centers  since  1980.  While  four  centers 
were  opened  In  the  U.S.,  three  were  closed  in  Canada  and  an  additional  27 
closed  in  international  locations  due  to  lack  of  business  and  consolidation  of 
operations. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Data  Services'  1982  revenue  was  derived  from 
processing  services. 
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In  the  U.S.,  revenue  was  derived  from: 


Remote  computing 

55 

Batch  services 

35 

COM 

JO 

100% 

U.S.  revenue  is  further  distributed  as  follows: 

General  business  35 

Industry  specialty  55 

COM  10 

100% 

. Industry  specialty  revenue  is  derived  from  financial  and  retail 
businesses. 


• Applications  available  on  the  processing  service  include  the  following: 

The  NCR  STARCOM  Financial  System  provides  the  thrift  industry  with 
a comprehensive,  on-line  system  for  account  processing  and  reporting. 
The  modular  construction  of  this  system  allows  customers  to  tailor  the 
system  to  meet  their  requirements  and  growth.  Modules  include  the 
following: 

. Online  Financial  Loan  System  processes  mortgage,  installment 
and  collateral  loans,  loans  in  process,  and  collection  loans.  The 
system  also  provides  multiple  methods  for  calculating  interest 
and  accrual  accounting. 

. Online  Financial  Savings  System  processes  regular,  certificate- 
of-deposit,  and  club  savings  accounts.  New  account  balance,  no- 
book entries,  and  unposted  dividends  are  transmitted  on-line  to 
the  teller  terminal  to  automatically  update  the  customer  pass- 
book. 

. Online  Financial  Customer  Information  File  System  provides 
complete  account  holder  information  including  account  numbers, 
balances,  and  names  and  addresses. 

. Online  Financial  NOW  Account  Processing  System,  first  offered 
in  January  1981,  provides  overdraft  protection  and  line-of-credit 
loans  and  ensures  accurate  processing  of  clearing  and  over-the- 
counter  items  and  loan  payments.  A complete  series  of  manage- 
ment reports  and  account  holder  statements  are  provided. 
Features  include  automatic  stop  payment,  service  charge  assess- 
ment, and  daily  capture  of  rejected  inclearing  items.  Over  8 
million  NOW  account  transactions  are  processed  each  month. 
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. Online  Financial  General  Ledger  System  automatically  posts 
loan  payments,  savings  deposits,  and  withdrawals  to  the  proper 
general  ledger  account,  lists  individual  budget  items  and  percent 
of  variance,  provides  income  and  expense  processing,  and  closes 
and  posts  accounts  to  the  profit  and  loss  account  at  the  end  of 
each  accounting  period. 

. Online  Central  Information  File  (CIF)  System  for  Commercial 
Banks  uses  an  NCR  Mini-VIPS  minicomputer  with  MICR  data 
capture  capabilities  placed  at  the  bank  premises  to  collect 
customer  account  transaction  data  on  disk  for  later  transmission 
to  the  NCR  data  center  file  for  updating.  The  system  provides 
in-house  item  processing  capabilities  for  over-the-counter 
deposits  and  incoming  debits.  Notices,  customer  statements, 
and  selected  reports  may  be  printed  on-site. 

STARPRINT  is  a report  generator  offering  customized 
report  services  as  an  optional  feature  of  the  CIF  system. 

. The  NCR  COMPASS  Network  provides  a 24-hour  automated 
teller  machine  (ATM)  service  to  NCR  Data  Services  clients. 
ATMs  are  on-line  to  the  centralized  NCR  COMPASS  Network 
service  center,  which  transmits  data  to  the  local  NCR  data 
center  for  updating.  Customer  account  balances  are  retrans- 
mitted to  the  COMPASS  center  for  after-hour  transaction 
authorization. 

The  NCR  STARCOM  Retail  System  is  a comprehensive  modular  array 
of  on-line  applications  providing  accounting  and  management  reporting 
services  for  the  retail  industry.  Applications  available  include  the 
following: 

. Retail  Accounts  Receivable  System  allows  the  retailer  to  use 
various  types  of  accounts,  including  regular,  revolving,  budget, 
contract,  and  30-60-90  days.  Credit  authorization,  selective 
account  analysis,  collection,  and  aged  trial  balance  reports  are 
available. 

. Interactive  Accounts  Payable  System  provides  information 
relating  to  open  items  payable,  vendor  status,  and  outstanding 
checks.  The  system  ages  liabilities,  projects  cash  requirements, 
identifies  available  discounts,  automatically  writes  checks,  and 
provides  printed  audit  trails  and  management  reports. 

. Retail  Sales  and  Inventory  Management  System  is  an  on-line 
system  that  monitors  and  provides  reports  on  sales  activity, 
salesperson  productivity,  buyer  performance,  merchandise 
movement,  and  inventory  status. 
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. Interactive  Credit  Authorization  System  provides  account 
information  such  as  open-to-purchase  balance,  individual  ac- 
count history,  special  hold,  current  status,  and  credit  limit.  An 
authorization  transaction  journal  Is  provided  daily,  enabling 
management  to  monitor  day-to-day  decisions  made  by  credit 
authorization  personnel. 

. The  Merchandise  Planning  System  aids  retail  management  in 
developing  their  merchandise  budget,  and  is  automatically 
updated  to  reflect  planned  and  actual  sales,  reductions,  inven- 
tory, receipts,  open  orders,  and  open-to-buy  data. 

General  business  applications  include  accounts  payable,  accounts 
receivable,  financial  planning,  general  ledger,  inventory  control,  sales 
analysis,  and  payroll  processing  from  some  centers. 

COM  services  showed  marked  increases  in  activity  and  revenue  In 
1982.  Three  new  COM  centers  were  opened  during  the  year. 

• Recent  services  offerings  include  the  following: 

An  on-site  report  printing  option  provides  retail  clients  with  a full 
range  of  daily  business  reports,  including  accounts  payable,  sales 
analysis,  and  general  ledger.  The  reports  are  available  on-site  via 
terminal  printers. 

Alternative  mortgage  instrument  processing  accommodating  all  types 
of  FNMA  and  FHLMC  mortgage  programs  is  now  available  to  savings 
and  loan  clients. 

In  cooperation  with  NCR's  U.S.  Data  Processing  Group's  Financial 
Systems  Division,  Data  Services  opened  the  first  NCR-operated  Item 
Processing  Center  in  Wilkes  Barre  to  serve  commercial  banks  through- 
out eastern  Pennsylvania.  The  center  offers  client  institutions  com- 
plete off-premises  item-processing  services,  including  processing 
checks  and  other  financial  Instruments. 

INDUSTRY  MARKETS 

• Thrift  institutions  generated  35%  and  retail  distributors  20%  of  1982  Data 
Services  revenue.  The  remainder  of  revenue  Is  distributed  throughout  other 
industries,  with  some  emphasis  In  medical/hospital,  education,  and  govern- 
ment. 

GEOGRAPHIC  MARKETS 

• Fifty-nine  percent  of  1982  Data  Services  revenue  was  derived  from  the  U.S. 
and  3%  from  Canada.  The  remainder  was  derived  primarily  from  Europe  and 
Australia,  with  some  from  Asia,  Latin  America,  and  Japan. 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• NCR  maintains  27  data  centers  in  the  U.S. 

The  largest  data  centers  are  located  In  Hawthorne  (CA),  Chicago, 
Columbia  (MD),  Framingham  (MA),  Newark  (NJ),  Pittsburgh,  Atlanta, 
and  Dayton. 

. These  centers  each  have  three  to  five  computers  installed, 
primarily  NCR  Criterion  or  larger  systems. 

The  remaining  19  centers  are  located  in  Honolulu,  Seattle,  Kansas  City, 
St.  Louis,  Dallas,  New  Orleans  (2),  Houston,  San  Antonio,  San  Fran- 
cisco, Tampa,  Savannah,  Syracuse,  Detroit,  Miami,  Denver,  Norfolk, 
Wilkes  Barre  (PA),  and  Minneapolis. 

. NCR  equipment  used  at  the  smaller  centers  ranges  up  from  NCR 
8555s. 

• The  Canadian  data  center  is  located  in  Mississauga,  Ontario.  A remote  print- 
ing site  is  located  in  Montreal. 

• Fourteen  international  data  centers  are  located  in  Europe,  Asia,  Latin 
America,  Japan,  and  Australia. 

• The  number  of  employees  range  from  10  to  15  at  the  smaller  centers  up  to  120 
in  the  larger  centers. 
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COMPANY  HIGHLIGHT 


NCR  CORPORATION 
1700  S.  Patterson  Blvd. 
Dayton,  OH  45479 
(513) 449-2000 


C.  E.  Exiey,  Jr.,  President 
Public  Corporation,  NYSE 
Total  Employees:  67,000 
Total  Revenues,  EYE 
12/31/79:  $3.0  billion 
Computer  Services  Revenues: 
$ 150  million* * 


THE  COMPANY 

• NCR  Corporation  and  its  subsidiaries  develop,  manufacture,  market,  install 
and  service  total  business  information  systems  for  selected  worldwide  mar- 
kets. Total  corporate  revenues  in  1979  were  just  over  $3  billion. 

• Computer  services  revenues  are  generated  by  69  worldwide  data  centers,  28 
of  which  are  in  the  U.S.  and  Canada.  In  1979,  U.S.  and  Canadian  centers 
produced  55%  of  the  estimated  $150  million  computer  services  revenues, 
amounting  to  $82  million. 

• The  Data  Centers  provide  batch  processing,  remote  computing  and  computer 
output  microfilm  services,  primarily  to  thrift  institutions  (savings  and  loans, 
credit  unions,  mutual  savings  banks)  and  retail  establishments.  Over  2,000 
retail  firms  and  500  financial  institutions  are  data  center  customers  in  the 

U.S. 

• NCR  expanded  its  COM  capability  in  1978  through  its  acquisition  of  Quantor 
Corporation  (Mountain  View,  CA)  for  $7.5  million. 

• NCR  Data  Centers'  strengths  include  a seasoned  field  marketing  force, 
successful  industrial  specialization  and  international  processing  coverage. 

• Total  corporate  employees  numbered  67,000  in  1979,  with  4,500  estimated  to 
be  associated  with  the  Data  Centers. 


KEY  PRODUCTS  AND  SERVICES 

• NCR  offers  both  business-oriented  batch  processing  services  and  small  busi- 
ness computers  to  the  end  user  market.  This  permits  the  company  to  provide  a 
series  of  data  processing  tools  for  the  small  businessman  who,  outgrowing  his 
manual  system,  moves  to  an  external  computer  services  vendor  and  eventually 
to  a small  in-house  computer  system. 
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Processing  services  represent  100%  of  the  Data  Centers'  revenues.  In  the 
U.S.,  these  revenues  derive  from: 


Remote  computing 
Batch  services 
COM 


50% 

40 

10 


100% 


Processing  services  revenues  in  the  U.S.  (and  presumably  worldwide)  come  from: 


General  business 
Industry  specialty 


45% 

45 

10 


COM 


100% 


Industry  specialty  revenues  derive  from  financial  and  retail  businesses 
in  approximately  equal  shares. 

• NCR  provides  the  thrift  industry  with  a range  of  applications  for  savings  and 
loan,  general  ledger  and  recently  announced  NOW  accounting.  These  appli- 
cations have  traditionally  been  used  in  an  on-line  mode. 

NOW  (Negotiable  Orders  of  Withdrawal)  will  be  available  from  NCR 
Data  Centers  in  September.  The  monthly  service  fee  for  processing 
1,000  accounts  will  be  approximately  $400. 

• The  primary  applications  offered  to  the  retail  industry  are  inventory  control, 
accounts  receivable/payable  and  general  ledger.  The  majority  of  NCR's  retail 
clients  use  the  applications  in  a batch  mode.  A transition  to  on-line  processing 
is  currently  underway. 

• General  business  applications  offered  are  accounting  in  nature,  and  include 
payroll  processing  from  some  centers. 

• Key  applications  available  include: 


NCR  STARCOM  Financial,  which  provides  the  thrift  industry  with  a 
complete  and  comprehensive  on-line,  real-time,  single  file  system  for 
account  processing  and  reporting.  The  modular  construction  of  this 
system  allows  customers  to  tailor  the  system  to  meet  their 
requirements. 

NCR  offers  a STARCOM  exchange  system  which  provides  electronic 
funds  transfer  among  retail  stores  and  financial  institutions  markets  in 
which  the  company  has  large,  established  customer  bases. 

The  CIF  (Central  Information  File)  system  provides  the  information  and 
relationship  of  all  accounts  for  each  customer  in  commercial  banks. 


2 of  4 
July  1980 


© 1980  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPUT 


COMPANY  HIGHLIGHT/NCR  CORPORATION 


CIF  has  remote  inquiry  capabilities  and  offers  a wide  variefy  of 
modular  applications. 

NCR  STARCOM  Retail  provides  a comprehensive  modular  array  of 
applications  for  the  retail  industry.  This  system  blends  inquiry  capabil- 
ities with  batch  processing  to  provide  current  information  on  the 
various  aspects  of  fhe  retailer's  business. 


INDUSTRY  MARKETS 

• Retail  distributors  and  thrift  institutions  generate  approximately  50%  of  Data 
Center  revenues.  Remaining  revenues  are  distributed  throughout  other 
industries,  with  some  emphasis  in  hospital/medical,  education  and  government. 


GECXiRAPHIC  MARKETS 

• Fifty-five  percent  of  Data  Center  revenues  ($82  million  in  1979)  are  derived 
from  the  U.S.  and  Canada.  The  remainder  is  distributed  throughout  the  world. 

• U.S.  revenues  are  estimated  to  be  distributed  as  follows: 


New  England 

14% 

Middle  Atlantic 

14 

Northeast  Central 

6 

Northwest  Central 

6 

South  Atlantic 

12 

Southeast  Central 

6 

Southwest  Central 

6 

Mountain 

16 

Pacific 

20 

100% 

COMPUTER  HARDWARE 

• NCR  mainfains  24  Data  Centers  in  the  U.S. 

The  largest  Data  Centers  are  located  in  San  Francisco,  Hawthorne 
(CA),  Chicago,  Framingham  (MA),  Newark  (NJ),  Pittsburgh,  Atlanta  and 
Dayton. 

. These  centers  have  three  to  five  computers  installed,  primarily 
NCR  Century  300  or  larger  systems.  Several  of  fhe  cenfers  have 
or  are  in  the  process  of  converfing  to  the  newer  NCR  Criterion 
models. 

• The  remaining  sixteen  centers  are  located  in  Honolulu,  Seattle,  Kansas  City, 
St.  Louis,  Dallas,  New  Orleans,  Houston,  San  Antonio,  Tampa,  Savannah, 
Syracuse,  Detroit,  Miami,  Denver  and  Norfolk. 
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NCR  equipment  used  at  the  smaller  centers  ranges  up  from  NCR  8555s. 

• Canadian  Data  Centers  are  located  in  Vancouver,  Winnipeg,  Ontario  and 
Montreal. 

• Employees  range  from  10-15  at  the  smaller  centers,  to  120  in  the  larger 
centers. 

• The  NCR  Data  Centers  are  not  connected  in  a network  fashion;  however,  there 
is  core-to-core  transmission  between  some  centers. 

• International  Data  Centers  are  located  in  Europe,  Asia,  Latin  America,  Japan 
and  Australia. 
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NCR  CORPORATION 
1700  S.  Patterson  Blvd 
Dayton,  Ohio  45479 
(513)  449-2000 


i 


C.E.  Ekley,  Jr.,  President 
Public  corporation,  NYSE 
Total  employees:  67,000 

Total  revenues,  fiscal  year 
end  12/31/76:  $2,312,713,000 


THE  COMPANY 


• NCR  Corporation  has  wholly  owned  subsidairy,  NCR  Data  Centers, 
which  generated  an  estimated  $95  million  in  revenues  in  FY  1976. 

NCR  claims  that  the  Data  Cent^^Tcomprise  the  most  extensive 
computer  services  network  of  any  computer  manufacturer  and  are  the 
largest  on-line  processing  agency  for  U.S.  thrift  institutions 
(savings  and  loans,  credit  unions,  mutual  savings  banks). 

• The  Data  Centers  provide  batch  processing,  remote  computing,  and 
computer  output  microfilm  (COM)  services  to  primarily  financial 
and  retail  users. 

• NCR  Data  Centers  strengths  include  a seasoned  field  marketing  force, 
successful  industrial  specialization,  and  nationwide  processing 
coverage . 


KEY  PRODUCTS  AND  SERVICES 


• Approximately  35%  of  the  Data  Centers'  1976  U.S.  revenues  were 
generated  by  batch  processing.  The  remaining  U.S.  revenues  were 
from  remote  computing  and  COM. 

• NCR  is  the  largest  computer  systems  company  offering  both  business 
oriented  batch  processing  services  and  turnkey  small  business  com- 
puters to  the  end  user  market.  This  permits  the  company  to  provide 
a series  of  data  processing  tools  for  the  small  businessman  who, 
outgrowing  his  manual  system  moves  to  an  external  computer  services 
vendor  and  eventually  to  a small  in-house  computer  system. 

• The  domestic  Centers  handle  over  10  million  U.S.  thrift  institution 
accounts.  In  1976,  the  Centers  began  converting  to  NCR's  new 
STARCOM  financial  system  which  offers  improved  interactive 
capabilities  to  its  users. 

• NCR  is  testing  a STARCOM  exchange  system  which  provides  electronic 
funds  transfer  among  retail  stores  and  financial  institutions; 
markets  in  which  the  company  has  large  established  customer  bases. 
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• D.P.-l  and  RMIS  offer  commercial  accounting  services  to  the  company's 
retail  users. 


APPLICATIONS  General  business  and  specialty  applications  each  produce 
approximately  45%  of  NCR  Data  Center  revenues.  The  remaining  revenues 
are  derived  from  COM  sales. 


INDUSTRY  MARKETS  Retail  distributors  and  thrift  institutions  each 
generate  approximately  45%  of  Data  Center  revenues.  Remaining  revenues 
are  distributed  throughout  industry. 


GEOGRAPHIC  MARKETS:  Approximately  55%  of  NCR  Data  Center  revenues  are 

derived  from  the  U.S.  and  Canada,  as  shown  below  (all  percentages  are 
approximate) : 

Northeast 
Southeast 
North  Central 
Midwest 
Pacific  Coast 
Canada 
Europe 
Asia 

COMPUTER  HARDWARE  AND  SOFTWARE 

• There  are  83  NCR  Data  Centers  including  38  in  the  U.S.  and  Canada. 
During  1976,  the  U.S.  Centers  completed  a $12  million  expansion 
program  for  new  equipment  and  the  implementation  of  new  services. 

• The  network  supports  both  NCR  and  non-NCR  terminals. 
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Primary  Industry-Specific  Market:  Education 


National  College  Services 

16220  South  Frederick  Road 
Gaithersburg,  MD  20877 
(301)  258-0717 

CEO:  Dr.  Herman  Davis,  President 
Private  Company 
Founded:  1978 

Employees:  16(12/86) 

Revenue  (FYE  6/30/86):  $500,000 


The  Company:  Provides  processing  services,  application  software,  and  professional 
services  for  scholarship  information  management 

Sources  of  Revenue: 

- Professional  Services  (55%) 

Processing/Network  Services  (35%) 

Application  Software  (10%) 

Key  Products  and  Services: 

Processing/Network  Services 

• College  financial  aid  office  management 

- Application  Software  Products  (Utilizes  HP  3000  minicomputers) 

• Student  financial  assistance  evaluation  (CASHE) 

• Student  financial  aid  processing  (SAFERS/3000) 

• Student  financial  need  analysis  (SOONER/3000) 

Professional  Services 

• Consulting 

Target  Industries: 

Higher  education  (85%) 

Financial  planners  (15%) 

Geographic  Markets: 

- U.S.  (98%) 

- Non-U.S.  (2%) 

Sales  Offices:  Gaithersburg  (MD),  Indianapolis,  and  Miami 
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COMPANY  HIGHLIGHT 


NATIONAL  CSS,  INC. 

187  Danbury  Road 
Wilton,  CT  06897 
(203) 762-2511 


Robert  E.  Weissman,  Chairman 
David  S.  Fehr,  President 
Subsidiary  of  The  Dun  & Bradstreet 
Corporation 

Total  Employees;  1,750 
Total  Revenue,  Fiscal  Year  End 
12/31/81;  $112,000,000 


THE  COMPANY 

• National  CSS,  Inc.  (NCSS),  formed  in  1967,  markets  remote  computing  ser- 
vices and  software  products  internationally.  Since  mid-1979  NCSS  has  oper- 
ated as  a subsidiary  of  The  Dun  & Bradstreet  Corporation  (D&B),  reporting  to 
Business  Information  Services.  Its  position  within  D&B  is  shown  in  Exhibit  A. 

• NCSS  1981  revenue  was  $112  million,  a 15%  increase  over  1980  revenue  of  $97 
million.  Management  estimates  that  approximately  2%  of  1981  revenue  was 
captive. 

Revenue  for  1980  was  restated  to  exclude  sales  from  Zytron  Corpora- 
tion, a former  NCSS  subsidiary  which  was  established  as  a separate 
division  of  D&B  in  1981.  Zytron  markets  computer  output  microfilm 
(COM)  services  and  equipment. 

1981  operating  income  for  both  remote  computing  services  and  soft- 
ware products  improved  significantly  over  1980.  A large  portion  of 
Business  Information  Service's  54%  growth  in  1981  operating  income 
has  been  attributed  to  NCSS.  In  1980  the  NCSS  operating  margin  was 
below  the  I 1%  average  for  the  Business  Information  Group. 

The  discontinuance  of  the  NCSS  3200  minicomputer  series,  announced 
in  September  1981,  was  completed  by  year  end.  NCSS  operating 
income  was  negatively  affected  by  anticipated  losses  incurred  by  these 
operations  in  1981.  The  3200  Series  had  sustained  losses  since  its 
inception  in  1978,  reporting  a pre-tax  loss  of  $10  million  in  1980. 

• Recent  NCSS  acquisitions  include  the  following; 

Multiple  Funding  Services  Inc.,  headquartered  in  New  York  City,  was 
acquired  in  June  1982.  The  company  will  operate  as  part  of  the 
Remote  Computer  Services  Division.  Multiple  Funding,  with  150 
clients,  markets  software  packages  used  for  sales  support  by  life  insur- 
ance representatives. 
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On  October  7,  1981  Synergetics  Corporation  of  Bedford  (MA)  was 
acquired  and  merged  Into  the  Software  Products  Group.  Synergetics 
specializes  In  data  base  support  software.  Its  primary  product,  DATA 
CATALOGUE  2,  Is  an  Information  resource  management  system  and 
data  dictionary. 

• In  February  1981  the  NCSS  TBS  Division  was  sold  to  Its  principal 
management.  TBS  provided  batch  processing  services  In  the  New  York  area, 
and  represented  NCSS's  sole  batch  operation. 

• NCSS  Is  organized  Into  two  operating  units: 

The  Remote  Computer  Services  Division  (formerly  Integrated  Systems 
and  Services)  provides  remote  computing  services  and  support. 

The  Software  Products  Group  provides  IBM  systems  software  products 
through  NCSS's  TSI  International  Ltd.  subsidiary,  headquartered  In 
Norwalk  (CT). 

• NCSS  competes  with  other  major  remote  computing  services  companies 
Including  ADP  Network  Services,  GEISCO,  Service  Bureau  Company,  and 
Tymshare. 

KEY  PRODUCTS  AND  SERVICES 

• NCSS  revenue  for  1981  and  1980  by  type  of  service  Is  estimated  as  follows: 

1981  1980 


Processing  services 

Revenue 
($  millions) 

Percent  of 
Total 

Revenue 
($  millions) 

Percent  of 
Total 

. Remote  computing^ 

^ $100 

89% 

$78 

81% 

. Batch  services 

- 

- 

6 

6 

Software  products 

12 

1 1 

8 

8 

Minicomputer  systems 

$1 12 

100% 

_5 

$97 

_5 

100% 

^Includes  some  minicomputer  systems  revenue  In  1981 

• NCSS  processing  revenue  Increased  approximately  19%  In  1981  to  $100 
million,  from  $84  million  In  1980.  Revenue  by  processing  type  follows: 
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Applications  Services 
(network  products 
developed  or  licensed 
by  NCSS) 


1981  1980 


Revenue 

Percent  of 

Revenue 

Percent  of 

$ millions) 

Total 

($  millions) 

Total 

$70 

70% 

$54 

64% 

Basic  Timesharing  Services  30  30  24  29 

(utility  or  user  software 
on  network  service) 


Batch  Services 


— A JL 

100%  $84  100% 


Over  3,000  clients  access  the  NCSS  network.  The  most  widely  used 
product  Is  NOMAD,  an  internally  developed  data  base  management 
system. 


NOMAD  and  NOMAD  2,  which  generated  approximately  35%  of 
1981  applications  services  revenue,  are  accessed  by  over  2,500 
customers. 


NOMAD  2,  an  upgraded  version  of  NOMAD,  was  introduced  In 
May  1980.  Features  include  screen  formatting,  integrated 
graphics,  array  and  text  data  handling,  and  concurrent  data 
bases. 


NCSS's  network  applications  are  concentrated  in  areas  of  data  manage- 
ment, financial  planning,  statistics,  sciences  and  engineering,  and 
simulation.  Applications  introduced  during  the  past  two  years  include; 

. Two  accounting  systems  based  on  McCormack  & Dodge's  A/P+ 
and  G/L+  packages,  introduced  in  February  1982.  The  systems 
were  customized  by  NCSS  for  interactive  RCS  use. 

CSS/GL+  automates  general  ledger  accounting,  providing 
users  with  extensive  budgeting,  modeling,  and  planning 
capabilities. 

CSS/AP+,  an  accounts  payable  system,  processes  con- 
tracts and  prepaid  invoices,  tracks  cash  requirements, 
handles  check  printing  and  registry,  and  generates  14 
different  reports. 

. CSS/PLOT,  a fully  Integrated  graphics  facility  available  with 
NOMAD  2 and  CSS/FINAL,  introduced  in  February  1 982. 
Features  include  bar  and  pie  charts,  line  plots,  and  scatter- 
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grams  with  options  for  layout,  axis  types,  scaling,  and  annota- 
tion. 

. CSS/FINAL,  an  NCSS-developed  integrated  financial  manage- 
ment system  introduced  in  June  1981.  CSS/FINAL  provides  data 
management,  analytic,  and  reporting  capabilities  for  financial 
managers. 

In  April  1982,  the  CSS/QUOTES+  securities  data  base  was 
added  to  CSS/FINAL.  The  data  base  provides  information 
on  over  42,000  securities,  including  common  and  pre- 
ferred stocks,  corporate  and  government  debt  instru- 
ments, and  mutual  funds.  Over  80  mathematical,  time 
series,  and  financial  functions  from  CSS/FINAL  can  be 
applied  to  CSS/QUOTES+. 

. CSS/RESPOND,  an  NCSS-developed  personnel  information 
system  introduced  in  March  1981.  CSS/RESPOND  provides 
employee  information  collection,  analysis,  and  reporting. 

. TextMaster,  a text  management  system  with  three  compon- 
ents: DOCU/MASTER,  a data  base  search  and  retrieval  system; 
Script/Master,  a text  processor;  and  Screen/Master,  a screen 
editor. 

. CSS/IMAGE  SERVICE,  used  in  conjunction  with  one  of  the 
graphics  products,  produces  charts,  graphics,  and  other  images 
in  35mm  slides  in  color  or  overhead  transparencies. 

A profile  of  applications  available  on  the  network  appears  in  Exhibit  B. 

NCSS  has  jointly  developed  several  services  marketed  by  other  D&B 

organizations,  which  are  available  on  the  NCSS  network. 

. D&B  Credit  Services  and  NCSS  created  DunsVue,  a service 
providing  credit  ratings  and  summary  information  via  an  inter- 
active terminal  in  the  subscriber's  office. 

. Fantus'  Facilities  Location  System,  the  result  of  a joint  develop- 
ment effort  between  D&B's  Fantus  Company  and  NCSS,  provides 
manufacturers  with  the  information  needed  to  determine  the 
most  cost-efficient  means  of  transporting  raw  materials  to 
plants  and  finished  products  to  warehouses. 

. D&B's  Technical  Publishing  is  working  with  NCSS,  Credit 
Services,  and  Donnelley  Marketing  to  develop  specialized 
marketing  information  for  selected  industries  reached  by  Tech- 
nical's publications. 
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EXHIBITS 


NCSS 

PCS  NETWORK  APPLICATIONS 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- IBM  3033,  3081,  VP/CSS 

- AMDAHL470V/8,  VP/CSS 

- DEC  PDP-11 /40,  VP/CSS 

• PROGRAMMING  LANGUAGES 

- APL  - RPG-II 

- VS  BASIC  - ASSEMBLER 

- COBOL  WATFIV 

- FORTRAN  - PASCAL 

- PL/1 

• DATA  MANAGEMENT  SOFTWARE 

- NOMAD 

- NOMAD  2 

- RAMIS  II 

- MARK  IV 

- TEXT  MASTER 

- SCRIPT  (TEXT  PROCESSING) 

• DATA  BASES  AVAI LABLE 

- ON-SITE  (CENSUS  AND  SITE  EVALUATION) 

- CENSAC  (CENSUS  OF  HOUSING) 

- TELST AT  (STOCK  DATA) 

- MERRILL  LYNCH  ECONOMICS 

- VALUELINE 

- TRADELINE  (SECURITIES) 

- COMMODITY 

- PASSPORT  (ECONOMICS  AND  FINANCE) 

- MARKETBASE  (CENSUS  DATA) 

- CSS/QUOTES -H  (SECURITIES) 

• FINANCIAL  APPLICATIONS/TOOLS 

- INFOTAB  (BUSINESS  PLANNING) 

- EMS  (FINANCIAL  MODELING) 

- SPX/TIME  (TIME  SERIES) 

- LAS  (LEASE  ANALYSIS) 

- LVB  (LEASE  VERSUS  BUY) 

- BAS  (GL,  A/R,  A/P) 

- CSS/FINAL  (FINANCIAL  MANAGEMENT) 

- CSS/GLH- (GENERAL  LEDGER) 

- CSS/AP-t- (ACCOUNTS  PAYABLE) 


APPLICATION  AREA/PRODUCT  NAME 


• STATISTICAL  MARKET  RESEARCH 

- SPX  (INTERACTIVE  STATISTICAL) 

- SPSS 

- BMD  (BIOMED  PROGRAMS) 

- SSP  (SCIENTIFIC  SUBROUTINES) 

- CSS/TAB  (QUESTIONNAIRE  ANALYSIS) 

- IMAS  (MULTIVARIATE  ANALYSIS) 

• SCIENTIFIC  AND  ENGINEERING 

- ISPICE  (CIRCUIT  ANALYSIS) 

- LOGCAP  (NETWORK  DESIGN) 

- MICROPROCESSOR  PROGRAM  SUPPORT 

- FLUID  FLOW  (GASS,  GASSUS,  LIQSS,  LIQT) 

- STRUPAK  (STRUCTURAL  ANALYSIS) 

- COMPACT  (CIRCUIT  ANALYSIS) 

- AMPSYN  (CAD  FOR  NETWORKS) 

- FILSYN  (FILTER  SYNTHESIS) 

- PREDICTOR  (FAILURE  RATES) 

- ICDS  (CIRCUIT  DESIGN) 

- PLM/S86  (INTEL  8086) 

• SIMULATION 

- DYNAMO  (DYNAMIC  MODELING) 

- SIMSCRIPT2.5 

- NGPSS  (INTERACTIVE  GPSS) 

- MPS  111/OL  (LINEAR  MODELS) 

- PAUS  (RISK  ANALYSIS) 

• OTHER  KEY  PRODUCTS 

- PROJECT  MANAGEMENT  (PMS  AND 
TELOR  II) 

- GRAPHICS  (DISSPLA  ANDTELL-A-GRAF) 

- MEMBERSHIP  ORGANIZATIONS  (CSS  MAPS) 

- NOMAD  HUMAN  RESOURCE  MANAGEMENT 

- CSS/IMAGE  SERVICE 

- CSS/RESPOND  (PERSONNEL) 

- CSS/PLOT 

- MUFU  LIFE  INSURANCE  ILLUSTRATION 
SYSTEM 


6 of  10 

September  1982 

©1982  by  INPUT.  Reproduction  Prohibited. 


INPUT 


NATIONAL  CSS,  INC. 


. Salesnet,  a computerized  telephone  marketing  service  for  direct 
soles  lead  generation,  information  gathering,  and  accounts 
receivable  collection,  is  the  result  of  the  combined  efforts  of 
NCSS,  The  Reuben  H.  Donnelley  Corporation,  and  Duns  Market- 
ing Services.  Direct  sales  employees  use  terminals  and  video 
display  screens  linked  to  the  Salesnet  Computer  and  Telecom- 
munications System,  which  Is  linked  to  the  NCSS  network. 

. Keypoint,  an  on-line  credit  service  jointly  developed  by  NCSS 
and  D&B  Canada,  is  now  available  through  D&B  Canada.  The 
service  provides  Information  on  500,000  Canadian  businesses. 

. D&B  International  and  NCSS  offer  Management  Ratios  In  the 
United  Kingdom,  providing  comparative  indicators  of  business 
performance  in  10  major  industries  in  the  U.K. 

NCSS  announced  the  Gateway  Telecommunications  Service  in  July 
1981.  Gateway  is  the  name  used  for  external  marketing  of  its  tele- 
communications network.  It  is  being  made  available  for  point-to-point 
communications  with  or  without  the  use  of  the  NCSS  processing 
center.  Access  is  available  from  150  cities  nationwide. 

In  November  1981  NCSS  released  an  upgraded  version  of  its  VP /CSS 
operating  system.  Of  the  276  routines  that  comprise  VP/CSS,  233  were 
updated  and  several  new  ones  were  added.  Improvements  include; 

. Enhanced  memory  management,  allowing  users  to  specify  both 
maximum  and  minimum  dynamic  limitations  of  virtual  memory 
size. 

. An  interactive  tape  catalog  facility. 

. Enhanced  security,  disk,  terminal,  and  spooling-related  facili- 
ties. 

Effective  January  1982,  NCSS  restructured  its  pricing  for  remote 
computing  services.  Because  of  additional  expenses  involved  in 
supporting  smaller  users,  monthly  minimum  charges  were  increased  to 
$300  and  ARUs  repriced  at  30%  and  60%  over  the  base  rate  for 
accounts  spending  less  than  $1,600  and  less  than  $800  per  month, 
respectively. 

Multiple  Funding  Services,  acquired  In  June  1982,  is  being  integrated 
Into  the  Remote  Computer  Services  Division.  Multiple  Funding  offers 
the  MUFU  Life  Insurance  Illustration  System,  a family  of  software 
programs  providing  insurance  representatives  and  financial  planners 
with  data  analysis  necessary  for  insurance  sales  and  tax  planning. 
Capabilities  Include  estate  planning,  business  valuation  analysis,  and 
universal  life  and  multiple  policy  analysis.  Multiple  Funding  products 
are  available  as  applications  on  the  NCSS  network. 
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Some  professional  services  ore  available  in  the  area  of  network  ser- 
vices for  modifying,  enhancing,  and  writing  software  for  network 
service  use. 

• NCSS  will  continue  to  coordinate  software  and  hardware  maintenance  for  its 
remaining  3200  Series  customers.  NCSS  provides  software  support,  and,  under 
a four-year  agreement  signed  in  April  1981,  Four-Phase  provides  hardware 
maintenance. 

• In  1981  software  products  revenue  was  $12  million,  up  50%  from  $8  million  in 
1980.  Software  revenue  for  1981  includes  revenue  from  Synergetics  Corpora- 
tion. 


Products  currently  available  under  the  TSI  International  name  are 
listed  in  Exhibit  C. 

Products  available  as  a result  of  the  Synergetics  acquisition  include: 

. DATA  CATALOGUE  2,  an  information  resource  management 
system  and  data/procedures  dictionary  which  operates  with  a 
variety  of  file  management  and  data  base  systems. 

. Pro/Test,  a comprehensive  testing  package  used  for  testing 
programs  written  in  any  language. 

Software  marketed  consists  of  general  monitoring,  information  re- 
trieval, and  program  support  products,  operating  on  IBM  System  360, 
370,  43XX,  303X,  and  equivalent  machines. 

INDUSTRY  MARKETS 


• NCSS  derived  1981  remote  computing  revenue  from  the  following  industry 
sectors: 


Discrete  manufacturing 
Process  manufacturing 
Transportation 
Utilities 

Banking  and  finance 

Insurance 

Medical 

Education 

Retail  distribution 

Wholesale  distribution 

Government 

Services 

Other  industries 


23% 

6 

I 

23 

5 

5 

I 

I 

1 

2 
2 

20 

10 

100% 
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NCSS  SOFTWARE  PRODUCTS 


PRODUCT  NAME 

APPLICATION 

COST 

AUDIT  ANALYZER 

INFORMATION,  RETRIEVAL,  AND 
PRESENTATION  SYSTEM  FOR 
AUDITORS 

BASIC:  $18,500 

OPTIONS:  $ 1,900 -$12,500 

CICS/MM 

ON-LINE  PROGRAM 
DEVELOPMENT  AID 

DOS:  $14,000 

OS:  $16,000 

DATA  ANALYZER 

INFORMATION,  RETRIEVAL,  AND 
PRESENTATION  SYSTEM  FOR 
GENERAL  USE 

DOS:  $20,000 

OS:  $24,000 

OPTIONS:  $ 3,200 -$12,500 

DOCU/M  ASTER 

ON-LINE  INFORMATION  STORAGE 
AND  RETRIEVAL  SYSTEM 

DOS:  $10,000 -$22,500 

OS:  $13,000 -$30,000 

OPTIONS:  $15,000 -$25,000 

GRAPH-1 

GRAPHICS  SYSTEM  FOR  USE  WITH 
ANALYZER  PRODUCTS 

ON  REQUEST 

KEY/MASTER 

ON-LINE  DATA  ENTRY  SYSTEM 

DOS:  $22,000 

OS:  $24,000 

OPTIONS:  $ 5,000 

PROJECT  MONITOR 
SYSTEM 

PROJECT  CONTROL  SYSTEM 

BASIC:  $ 9,700 

OPTIONS:  $ 5,000 

DATA  CATALOGUE  2 

DATA  DICTIONARY 

DOS:  $13,500 

OS:  $16,500 

OPTIONS:  $ 2,500-$  7,500 

PRO/TEST 

TESTING  PACKAGE 

DOS:  $ 8,000 

OS:  $ 9,000 

OPTIONS:  $ 3,750 
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GEOGRAPHIC  MARKETS 

• Approximately  97%  of  NCSS  1981  remote  computing  revenue  was  derived 
from  the  U.S.,  with  3%  from  Europe.  The  following  is  an  approximate 
distribution  of  revenue: 

New  England  19% 

Middle  Atlantic  41 

East  North  Central  7 

South  Atlantic  7 

West  South  Central  2 

Mountain  States  I 

Pacific  20 

International  3 

100% 

• U.S.  branch  offices  are  located  In  Arlington  (VA),  Atlanta,  Bellevue  (WA), 
Cambridge  (MA),  Charlotte  (NC),  Chicago,  Cincinnati,  Cleveland,  Dallas, 
Denver,  Detroit,  Elizabeth  (NJ),  West  Hartford  (CT),  Houston,  Kansas  City, 
Los  Angeles,  Minneapolis,  Newport  Beach  (CA),  New  York  City,  Norwalk  (CT), 
Philadelphia,  Phoenix,  Pittsburg,  Portland,  Rochester  (NY),  St.  Louis,  San 
Diego,  San  Francisco,  Santa  Clara  (CA),  Stamford  (CT),  Tampa,  and 
Wauwatosa  (Wl). 

• International  offices  are  located  in  Paris,  Stockholm,  Sydney,  Huchbrucken- 
strasse  (West  Germany),  and  London,  Manchester,  and  Croyden,  Surrey  (U.K.) 

COMPUTER  HARDWARE  AND  SOFTWARE 

• The  computing  center  for  network  services  Is  located  in  Stamford  (CT).  The 
NCSS  network  consists  of  120,000  miles  of  telephone  lines  with  local  dial-up 
to  over  150  cities.  Network  services  to  Europe  are  provided  by  cable,  backed 
up  by  satellite.  The  following  equipment  is  maintained  at  the  data  center: 

I IBM  3033,  VP/CSS. 

I IBM  3081,  VP/CSS. 

I Amdahl  470  V/8,  VP/CSS. 

38  DEC  PDP- 1 1 /40s,  VP/CSS. 

• NCSS  centralized  its  network  services  as  a result  of  expanded  mainframe 
capacity  in  Stamford  and  in  order  to  reduce  operating  complexities.  As  of 
July  1982,  processing  previously  performed  at  the  Sunnyvale  (CA)  center  was 
moved  to  Stamford.  Sunnyvale  will  continue  to  be  used  as  a communications 
center  to  link  West  Coast  customers  to  the  network  and  deliver  special 
services,  such  as  high-speed  printing. 
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NATIONAL  CSS,  INC 

1 87  Danbury  Road 
Wilton,  CT  06897 
(203)  762-25 1 1 


Robert  E.  Weissman,  Chairman 
David  S.  Fehr,  President 
Subsidiary  of  The  Dun  & Bradstreet 
Corporation 

Tota  I E mp  I oyees:  1 ,600 
Total  Revenue,  Fiscal  Year  End 
12/31/80:  $122,000,000 


THE  COMPANY 

• National  CSS,  Inc.  (NCSS),  formed  in  1967,  markets  international  remote 
computing  services,  minicomputer  systems,  and  software  products.  Since  mid- 
1979,  NCSS  has  operated  as  a subsidiary  of  The  Dun  & Bradstreet  Corporation, 
reporting  to  Business  Information  Services.  Its  position  within  D&B  is  listed  in 
Exhibit  A. 

• 1980  NCSS  revenue  was  $122  million,  a 20%  increase  over  1979  revenue  of 
$102  million. 

The  NCSS  operating  margin  was  below  the  11%  average  for  D&B's 
Business  Information  Services  Group. 

Remote  computing  services  1980  revenue  increased  20%,  but  operating 
income  was  below  1979  levels  due  to  increased  royalty  payments  and 
marketing  costs. 

The  NCSS  3200  minicomputer  series  reported  a decline  in  1980  revenue, 
a $10  million  operating  loss  due  to  technical  problems,  lower  than 
expected  sales,  and  inventory  write-downs. 

. In  September  1981,  NCSS  announced  it  will  discontinue  market- 
ing the  3200  due  to  operating  losses. 

Two  small  development  units  of  Zytron  incurred  operating  losses.  NCSS 
closed  one  unit  and  sold  the  other  in  January  1981 . 

• NCSS  completed  a number  of  acquisitions  in  1980. 

Five  computer  output  microfilm  (COM)  service  bureaus  were  acquired 
to  expand  the  geographic  coverage  of  Zytron  Corporation.  These  were: 
Data  Media,  Inc.  (San  Antonio),  Texas  Microfilm  Inc.  (Austin),  COM  Inc. 
(Waco,  TX),  Micro-Datamation,  Inc.  (Oakland,  CA),  and  C-O-M  Service 
Bureau,  Inc.  (Boston,  MA). 
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Program  Products  Inc.  (PPI),  a former  subsidiary  of  Information  Science 
Inc.,  was  acquired  in  October  1980.  PPI  develops  and  markets  software 
products.  Its  primary  products.  Data  Analyzer  and  Audit  Analyzer,  are 
retrieval  and  report  packages. 

• NCSS  sold  two  business  areas  in  the  last  year. 

The  RTW  Division  was  sold  to  Anstat,  Inc.  in  September  1980.  RTW 
provided  batch  and  remote  batch  services  to  the  apparel  industry  in  Los 
Angeles  and  New  York. 

The  TBS  Division  was  sold  to  Its  principal  management  in  February 
1981.  TBS  provided  batch  processing  services  in  the  New  York  area. 

Zytron  Graphics  Systems,  one  of  the  Zytron  development  units,  was  sold 
to  principals  in  January  1981  and  renamed  Iconics,  Inc. 

• Zytron  Corporation  and  its  COM  equipment  and  service  businesses  were 
established  as  a separate  division  of  D&B  beginning  in  1981.  Because  Zytron 
operated  as  part  of  NCSS  in  1980,  its  products  and  revenue  are  still  included 
under  NCSS. 

• NCSS  is  organized  into  two  operating  units: 

The  Integrated  Systems  and  Services  Division  provides  remote  comput- 
ing services  and  minicomputer  system  sales.  Minicomputer  sales  will  be 
discontinued  after  December  31,  1981. 

The  Software  Products  Group  provides  IBM  system  software  products 
through  TSI  International,  a consolidation  of  the  Turnkey  Systems  and 
Program  Products,  Inc.  subsidiaries. 

• NCSS  competes  with  other  major  remote  computing  services  companies 
including  ADP  Network  Services,  GEISCO,  Service  Bureau  Company,  and 
Tymshare. 

KEY  PRODUCTS  AND  SERVICES 

• NCSS  1980  revenue  by  type  of  service  is  estimated  as  follows: 
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Percent 

Revenue 

of  Total 

($  millions) 

Processing  Services 

. Remote  computing 

64% 

$ 78 

. Batch  services 

5 

6 

Software  Products* 

7 

8 

Minicomputer  Systems 

4 

5 

COM  Products  and  Services 

20 

25 

Total 

100% 

$122 

♦Includes  1980  PPI  revenue 

NCSS  processing  revenue  increased  approximately  20%  in 

1980  to  $84 

Revenue  by  processing  type  follows: 

Percent 

Revenue 

of  Total 

($  millions) 

Application  Services 

64% 

$54 

(network  products  developed 
or  licensed  by  NCSS) 

Basic  Timesharing  Services 

29 

24 

(utility  or  user  software  on 
the  network  service) 

Batch  Services 

7 

6 

Total 

100% 

$84 

The  most  widely  used  product  on  the  network  is  NOMAD,  on  internally 
developed  data  base  management  system. 

. NOMAD  generated  approximately  35%  of  the  1980  application 
services  portion  of  remote  computing  revenue. 

. NCSS  upgraded  NOMAD  in  May  1980.  NOMAD  2 features 
include  screen  formatting,  integrated  graphics,  array  and  text 
data  handling,  and  concurrent  data  base  access. 

American  Telephone  & Telegraph  and  13  of  its  operating  units  represent 
well  over  half  the  basic  timesharing  services  segment  revenue. 

NCSS's  network  applications  are  concentrated  in  areas  of  data  manage- 
ment, financial  planning,  statistics,  sciences  and  engineering,  and 
simulation.  New  applications  include: 

. CSS/FINAL,  an  NCSS  developed  financial  management  system 
introduced  in  June  1981.  CSS/FINAL  provides  data  management, 
analytic,  and  reporting  capabilities  for  financial  managers. 
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. CSS/RESPOND,  an  NCSS  developed  personnel  information 

system  introduced  in  March  1981.  CSS/RESPOND  provides 
employee  information  collection,  analysis,  and  reporting. 

. Marketbase,  available  through  an  agreement  with  Urban  Decision 
Systems,  Inc.,  provides  U.S.  census  data  for  use  with  market 
research,  site  location,  and  other  demographic  applications. 

. TRADELINE,  a securities  data  base  and  reporting  system 

capable  of  selective  investment  analyses  of  over  30,000  securi- 
ties issues. 

. TextMaster,  a text  management  system  with  three  components: 
DOCU/ MASTER,  a data  base  search  and  retrieval  system; 
Script/Master,  a text  processor;  and  Screen  Master,  a screen 
editor. 

. Interactive  Multivariate  Analysis  System  (IMAS),  a statistical 
package  with  an  English-language  report  structure. 

CSS/IMAGE  SERVICE,  used  in  conjunction  with  one  of  the 
graphics  products,  produces  charts,  graphics,  and  other  images  in 
35mm  slides  in  color  or  overhead  transparencies. 

. PLM/S86,  a cross-compiler  for  Intel's  8086  16-bit  micro- 
processor. 

. RPG-II,  a programming  language. 

A profile  of  applications  available  on  the  network  appears  in  Exhibit  B. 

A number  of  development  projects  are  underway  with  various  organiza- 
tions in  D&B  to  provide  new  financial  services  on  the  NCSS  network. 

. D&B's  Credit  Services  unit  and  NCSS  are  jointly  testing  a new 
service,  DUNS  VUE,  that  will  provide  summary  credit  informa- 
tion on  a real-time  basis. 

. Moody's  Investors  Service  will  soon  be  offering  its  Municipal 
Credit  Report  Service  on  the  network. 

. Keypoint,  an  on-line  credit  service  jointly  developed  by  NCSS 
and  D&B  Canada,  is  now  available  through  D&B  Canada. 

. D&B  International  and  NCSS  offer  Management  Ratios  in  the 
United  Kingdom,  providing  comparative  indicators  of  business 
performance  in  10  major  industries  in  the  U.K. 

NCSS  announced  the  Gateway  Telecommunications  Service  in  July 

1981.  Gateway  is  the  name  used  for  external  marketing  of  its 
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NCSS 

RCS  NETWORK  APPLICATIONS 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

• STATISTICAL  MARKET  RESEARCH 

- IBM3033,  370/168  VP/CSS 

- SPX  (INTERACTIVE  STATISTICAL) 

- AMDAHL  470  V/6,  V/7  VP/CSS 

- SPSS 

- BMD  (BIOMED  PROGRAMS) 

• DISTRIBUTED  PROCESSING 

- SSP  (SCIENTIFIC  SUBROUTINES) 

- NCSS 3200  SERIES 

- CSS/TAB  (QUESTIONNAIRE  ANALYSIS) 

- IMAS  (MULTIVARIATE  ANALYSIS) 

• PROGRAMMING  LANGUAGES 

- APL  - RPG-II 

• SCIENTIFIC  AND  ENGINEERING 

- VS  BASIC  - ASSEMBLER 

- ISPICE  (CIRCUIT  ANALYSIS) 

- COBOL  - WATFIV 

- LOGCAP  (NETWORK  DESIGN) 

- FORTRAN  - PASCAL 

- MICROPROCESSOR  PROGRAM  SUPPORT 

- PL/1 

- FLUID  FLOW  (GASS,  GASSUS,  LIQSS, 

LIQT) 

• DATA  MANAGEMENT  SOFTWARE 

- STRUPAK  (STRUCTURAL  ANALYSIS) 

- NOMAD 

- COMPACT  (CIRCUIT  ANALYSIS) 

- NOMAD  2 

- AMPSYN  (CAD  FOR  NETWORKS) 

- RAMIS  II 

- FILSYN  (FILTER  SYSTHESIS) 

- MARK  IV 

- PREDICTOR  (FAILURE  RATES) 

- TEXT  MASTER 

- ICDS  (CIRCUIT  DESIGN) 

- SCRIPT  (TEXT  PROCESSING) 

- PLM/S86  (INTEL  8086) 

• DATA  BASES  AVAILABLE 

• SIMULATION 

- ON-SITE  (CENSUS  AND  SITE  EVALUATION) 

- DYNAMO  (DYNAMIC  MODELING) 

- CENSAC  (CENSUS  OF  HOUSING) 

- SIMSCRIPT2.5 

- TELSTAT  (STOCK  DATA) 

- NGPSS  (INTERACTIVE  GPSS) 

- MERRILL  LYNCH  ECONOMICS 

- MPS  111/OL  (LINEAR  MODELS) 

- VALUELINE 

- PAUS  (RISK  ANALYSIS) 

- TRADELINE  (SECURITIES) 

- COMMODITY 

• OTHER  KEY  PRODUCTS 

- PASSPORT  (ECONOMICS)AND  FINANCE) 

- PROJECT  MANAGEMENT  (PMS  AND 

- MARKETBASE  (CENSUS  DATA) 

TELOR  II) 

- GRAPHICS  (DISSPLA  AND  TELL-A-GRAF) 

• FINANCIAL  APPLICATIONS/TOOLS 

- MEMBERSHIP  ORGANIZATIONS  (CSS 

- INFOTAB  (BUSINESS  PLANNING) 

MAPS) 

- EMS  (FINANCIAL  MODELING) 

- NOMAD  HUMAN  RESOURCE 

- SPX/TIME  (TIME  SERIES) 

MANAGEMENT 

- LAS  (LEASE  ANALYSIS) 

- CSS/IMAGE  SERVICE 

- LVB  (LEASE  VERSUS  BUY) 

- CSS/RESPOND  (PERSONNEL) 

- BAS  (GL,  A/R,  A/P) 

- CSS/FINAL  (FINANCIAL  MANAGEMENT) 

6 of  10 

September  1981 

©1981  by  INPUT.  Reproduction  Prohibited. 


INPUT 


NATIONAL  CSS,  INC. 


telecommunications  network.  It  is  being  mode  available  for  point  to 
point  communications  with  or  without  the  use  of  the  NCSS  processing 
center.  Access  is  available  from  120  cities  nationwide. 

Some  professional  services  are  available  in  the  area  of  network  services 
for  modifying,  enhancing,  and  writing  software  for  network  service  use. 

• NCSS  minicomputer  systems'  1980  revenue  was  $5  million,  down  17%  from  the 
1979  level  due  to  lower  than  expected  sales  and  technical  problems. 

NCSS  began  marketing  its  minicomputer-based  system,  the  NCSS  3200 
series,  in  1978.  Systems  use  Two  Pi  V32  and  V33  large-scale  mini- 
computers, NCSS  proprietary  software,  and  function  as  standalone  or 
distributed  processors.  The  system  will  not  be  sold  by  NCSS  after 
December  31. 

NCSS  will  continue  to  provide  software  support  to  the  45  NCSS  3200 
installations.  Four-Phase  (the  new  parent  of  Two  Pi)  will  provide 
hardware  maintenance. 

• Software  product  1980  revenue  was  $8  million,  up  33%  from  1979.  Software 
revenue  has  been  restated  to  Include  revenue  from  the  Program  Products,  Inc. 
acquisition. 

Products  currently  available  under  the  TSI  International  name  are  listed 
in  Exhibit  C. 

Software  marketed  consists  of  general  monitoring,  information 
retrieval,  and  program  support  products,  operating  on  IBM  System  360, 
370,  43XX,  303X,  and  equivalent  machines. 

• Computer  output  microfilm  products  and  services,  marketed  by  Zytron 
Corporation,  reported  1980  revenue  of  $25  million,  a 9%  increase  over  1979. 
Approximately  25%  of  Zytron's  total  revenue  is  derived  from  equipment  sales, 
with  the  remainder  coming  from  COM-associated  services. 

Zytron  provides  COM  services,  and  markets  equipment  and  software  for 
manual  and  automated  microfilm  storage  and  retrieval  systems.  Zytron 
also  operates  COM  facilities  for  customers  under  facilities  management 
contracts. 

Computer-aided  information  storage  and  retrieval  systems  are 
marketed  by  Zytron's  wholly  owned  subsidiary,  Zytron  Data  Systems 
(ZDS).  The  ZDS  system  allows  customers  to  index  and  cross-index 
information  contained  on  microfilm  and  to  display  it  on  electronic  and 
micrographic  terminals.  Price  of  the  systems  range  from  $150,000  to 
$275,000. 
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NCSS  SOFTWARE  PRODUCTS 


PRODUCT  NAME 

APPLICATION 

COST 

AUDIT  ANALYZER 

INFORMATION,  RETRIEVAL, 
AND  PRESENTATION  SYSTEM 
FOR  AUDITORS. 

BASIC:  $18,500 

OPTIONS:  $1,900-322,000 

C ICS/MM 

ON-LINE  PROGRAM 
DEVELOPMENT  AID. 

DOS:  $14,000 

OS:  $16,000 

DATA  ANALYZER 

INFORMATION,  RETRIEVAL, 
AND  PRESENTATION  SYSTEM 
FOR  GENERAL  USE 

DOS:  $20,000 

OS:  $24,000 

OPTIONS:  $3,200-328,300 

DOCU/MASTER 

ON-LINE  INFORMATION  STOR- 
AGE AND  RETRIEVAL  SYSTEM 

DOS:  $45,000 

OS:  $60,000 

OPTIONS:  $15,000-340,000 

GRAPH-1 

GRAPHICS  SYSTEM  FOR  USE 
WITH  ANALYZER  PRODUCTS 

ON  REQUEST 

KEY/MASTER 

ON-LINE  DATA  ENTRY  SYSTEM 

DOS:  $22,000 

OS:  $24,000 

PROJECT  MONITOR 
SYSTEM 

PROJECT  CONTROL  SYSTEM 

BASIC:  $9,700 

OPTIONS:  $5,000 

TASK/MASTER 

TELECOMMUNICATIONS 

MONITOR 

BASIC:  $42,000-$78,000 

OPTIONS:  $5,000 
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INDUSTRY  MARKETS 


NCSS  derived  1980  remote  computing  revenue  from  the  following  industry 
sectors: 


Discrete  manufacturing 
Process  manufacturing 
Transportation 
Utilities 

Banking  and  finance 

Insurance 

Medical 

Education 

Retail  distribution 

Wholesale  distribution 

Government 

Services 

Other  industries 


23% 

6 

I 

23 

5 

5 


2 

2 

20 

10 


100% 


GEOGRAPHIC  MARKETS 


Approximately  97%  of  NCSS  1 980  revenue  was  derived  from  the  U.S.,  with  3% 
from  Europe.  The  following  is  an  approximate  distribution  of  revenue: 


New  England 
Middle  Atlantic 
East  North  Central 
South  Atlantic 
West  South  Central 
Mountain  States 
Pacific 
International 


19% 

41 

7 

7 

2 

I 

20 

3 


100% 


COMPUTER  HARDWARE 


Computing  centers  for  network  services  are  maintained  in  Stamford  (CT)  and 
Sunnyvale  (CA).  The  network  consists  of  100,000  miles  of  telephone  lines  with 
local  dial-up  to  over  100  cities.  Network  services  to  Europe  are  provided  by 
cable,  backed  up  by  satellite. 

NCSS  maintains  the  following  equipment  at  its  data  centers: 

Stamford  (CT). 

IBM  3033,  VP/CSS. 

IBM  370/168,  VP/CSS. 
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Sunnyvale  (CA). 

Amdahl  470  V/6  VP /CSS. 

Amdahl  470  V/7  VP/CSS. 

• Zytron  operates  COM  service  bureaus  in  Arizona,  California,  Iowa,  Massachu- 
setts, Nebraska,  Oklahoma,  Texas,  and  the  District  of  Columbia. 
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NATIONAL  CSS,  INC. 

1 87  Danbury  Road 
Wilton,  CT  06897 
(203)  762-25 1 1 


Robert  E.  Weissman,  Chairman 
David  S.  Fehr,  President 
Subsidiary  of  The  Dun  & Bradstreet 
Corporation 

Total  Employees:  1,600 
Total  Revenues,  Fiscal  Year  End 


12/31/79:  $102,000,000 


THE  COMP/^Y 

• National  CSS  (NCSS)  was  formed  in  1967  and  began  offering  general  timesharing 
services  in  1968.  From  1969  to  1979,  NCSS  operated  as  a publicly  held 
company.  In  July  1979,  NCSS  approved  an  offer  from  The  Dun  & Bradstreet 
Corporation  (D&B)  to  be  acquired.  NCSS  presently  operates  as  a wholly  owned 
subsidiary  of  D&B,  reporting  to  Business  Information  Services. 

• NCSS  provides  international  remote  computing  services,  markets  minicomput- 
ers and  software  products,  offers  batch  processing  and  computer  output 
microfilm  services,  and  sells  COM-related  systems. 

• In  1979,  NCSS  changed  its  fiscal  year  end  date  to  coincide  with  its  parent. 
Ending  December  1979,  NCSS's  revenues  were  $102  million.  INPUT  estimates 
this  reflected  an  increase  of  85%  over  I978's  revenue  estimate  of  $55  million, 
after  adjustments  for  the  change  in  its  fiscal  year  end. 

Approximately  50%  of  NCSS's  revenue  growth  was  due  to  revenues 
received  from  a full  year's  operation  of  Zytron  and  Turnkey  Systems. 

The  remaining  increase  of  35%  is  attributable  to  increased  sales  in 
remote  computing  services. 

• NCSS  completed  five  acquisitions  during  the  past  year. 

Four  COM  service  bureaus  were  acquired  to  expand  the  geographic 
coverage  of  Zytron  Corporation.  These  were:  Data  Media,  Inc.  (San 
Antonio),  Texas  Microfilm  Inc.  (Austin),  COM  Inc.  (Waco,  TX)  and 
Computer  Micrographics  Systems  Inc.  (Oakland,  CA). 

Program  Products  Inc.  (PPI),  a former  subsidiary  of  Information  Science 
Inc.,  was  acquired  in  October  1980.  PPI  develops  and  markets  software 
products.  It  is  best  known  for  its  Data  Analyzer  and  Audit  Analyzer 
retrieval  and  report  packages. 
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In  1980,  NCSS  sold  the  RTW  Division  to  Anstot  Inc.  RTW  provides  batch  and 
remote  batch  services  for  the  apparel  industry  in  Los  Angeles  and  New  York. 

In  June  1980,  NCSS  reorganized  its  operations  into  two  major  divisions: 

The  Integrated  Systems  and  Services  Division  markets  and  supports  the 
company's  remote  computing  services,  batch  services  and  minicomputer 
sales  of  the  NCSS  3200. 

. Prior  to  the  reorganization,  sales  of  the  NCSS  3200  were  the 
responsibility  of  a separate  organization,  the  Computer  Division. 
Consolidation  of  the  two  divisions  resulted  in  a layoff  of 
approximately  85  marketing  and  technical  employees  of  the 
former  division. 

The  consolidation  of  the  two  sales  and  service  staffs  has 
been  viewed  as  positive  and  necessary  to  effectively 
market  both  services. 

The  TBS  Division  offers  batch  services  in  the  New  York  area. 

The  System  Products  Division  consists  of  two  subsidiary  operations: 
Turnkey  Systems  and  Program  Products  Inc. 

Zytron  Corporation  is  organized  into  Zytron  Development,  which  mar- 
kets information  storage  and  retrieval  systems,  and  Zytron  Data 
Centers,  which  provides  COM  services. 

In  remote  computing  services,  NCSS  competes  with  the  Service  Bureau 
Company,  ADP  Network  Services,  GEISCO  and  Tymshare.  Major 
competitors  in  COM-related  services  are  U.S.  Datacorp,  CMI/Anacomp 
and  Synergraphics. 


KEY  PRODUCTS  AND  SERVICES 

• NCSS's  1979  revenues  by  type  of  service  are  estimated  as  follows: 


Type  of 

% of  Total 

Revenue  Value 

Service 

Revenues 

($  Millions) 

Processing 

. Remote  computing 

64% 

$ 65 

S' 

. Batch 

5 

5 

NCSS  3200  series 

6 

6 

Zytron 

22 

23 

Software  sales 

3 

3 

s 

100% 

$102 

Total  1979  revenue  by  major  categories  is  as  follows: 
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Application  services 
. Percent  of  total 


$41,820 

41% 


Basic  timesharing 
. Percent  of  total 


27,540 

27% 


Other 

. Percent  of  fotal 


32,640 

32% 


Application  services  are  defined  as  products  devel- 
oped by  NCSS  or  licensed  from  another  vendor. 

Basic  timesharing  revenues  are  received  from  pro- 
ducts not  developed  by  the  company  or  under  a 
licensing  agreement.  Primary  products  in  this 
category  ore  programming  languages  and  systems 
softv/are,  excluding  NOMAD. 

Other  includes  revenues  from  batch  services,  pro- 
fessional services,  Zytron,  software  sales  and  the 
3200  series. 


NOiV.AD,  an  internally  developed  database  management  system,  is  the 
most  widely  used  product  on  the  network.  Experiencing  c 60%  increase 
over  the  previous  year,  INPUT  estimates  that  NOMAD  generated  $19 
million  of  NCSS's  tofal  RCS  revenues  in  1979. 

Approximately  20%  of  NCSS's  total  revenues  in  1979  ($20  million)  v/ere 
derived  from  providing  processing  services  to  13  entities  of  American 
Telephone  & Telegraph.  Although  the  majority  of  revenues  comes  from 
general  timesharing  services,  a portion  of  fhe  total  is  received  from 
licensing  arrangemenfs  with  AT&T  for  use  of  the  NCSS  VP/CSS 
operating  system. 

New  application  products  recently  released  on  the  network  include: 

. Interactive  Multivariate  Analysis  System  (IMAS),  a statistical 
package  with  an  English-language  report  structure. 

. NOMAD2,  incorporates  information  management  and  communi- 
cations technologies  to  aid  personnel  in  building  and  maintaining 
specialized-decision  support  systems. 

. TRADELINE,  a securities  data  base  and  reporting  system  capa- 
ble of  selective  investment  analyses  of  over  30,000  securities 
issues. 

. TextMaster,  a text  management  system  with  three  components: 
DOCU/MASTER,  a data  base  search  and  retrieval  system; 
Script/Master,  a text  processor;  and  Screen  Master,  a screen 
editor. 
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. CSS/IMAGE  SERVICE,  used  in  conjunction  with  one  of  the 
graphics  products,  produces  charts,  graphics  and  other  images  in 
color  35mm  slides  or  overhead  transparencies. 

. PLM/S86,  a cross-compiler  for  Intel's  8086  16-bit  microproces- 
sor. 

. RPG-II,  a programming  language. 

A profile  of  applications  available  on  the  network  appears  in  Exhibit  A. 

• A number  of  development  projects  are  underway  with  various  organizations  in 
D&B  to  provide  new  financial  services  on  the  NCSS  network. 

D&B's  Credit  Services  unit  and  NCSS  are  jointly  testing  a new  service, 
DUNS  VUE,  that  will  provide  summary  credit  information  on  a real- 
time basis. 

Moody's  Investors  Service  will  soon  be  offering  its  Municipal  Credit 
Report  Service  on  the  network. 

• The  NCSS  3200  Series  has  been  installed  in  about  30  sites.  Although  sales  have 
been  behind  plan,  NCSS  intends  to  continue  marketing  a hardware  product  in 
conjunction  with  its  network  service. 

The  3200  Series,  based  on  a super  minicomputer  manufactured  by  Two 
Pi  Corporation,  is  designed  to  be  used  as  a standalone  system  or  as  a 
distributed  processing  system  in  conjunction  with  the  NCSS  network. 
Three  models  are  currently  offered: 

. NCSS  3200/HOST  is  the  central  unit,  which  can  function  as  a 
standalone  unit.  Configured  with  other  hardware  and  software, 
the  system  is  capable  of  performing  both  batch  and  timesharing 
applications  to  support  general  data  processing.  The  CPU 
purchase  price  for  HOST  is  $52,000.  The  CPU  is  delivered  with 
the  VPS/HOST  operating  system  and  other  utility  programs. 

. NCSS  3200/SERVER  is  a special-purpose  machine  designed  to 
augment  processing  power.  A SERVER  attaches  to  a HOST 
processor  by  a high-speed  communications  line,  permitting  the 
HOST  to  share  applications  processing  with  the  SERVER  and  the 
SERVER  to  share  some  peripherals  with  the  HOST.  The  SERVER 
CPU  purchase  price  is  $46,000.  An  additional  cost  of  $94,900  is 
charged  for  systems  and  communications  softv/are  and  required 
peripherals. 
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EXHIBIT  A 
NCSS 

RCS  NETWORK  APPLICATIONS 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

• STATISTICAL  MARKET  RESEARCH 

- IBM  3033,  370/168  VP/CSS 

- SPX  (INTERACTIVE  STATISTICAL) 

- SPSS 

• DISTRIBUTED  PROCESSING 

- BMD  (BIOMED  PROGRAMS) 

- NCSS 3200  SERIES 

- SSP  (SCIENTIFIC  SUBROUTINES) 

- CSS/TAB  (OUESTIONNAI RE  ANALYSIS) 

• PROGRAMMING  LANGUAGES 

- IMAS  (MULTIVARIATE  ANALYSIS) 

- APL  - RPG-II 

- VS  BASIC  -ASSEMBLER 

• SCIENTIFIC  AND  ENGINEERING 

- COBOL  - WATFIV 

- ISPICE  (CIRCUIT  ANALYSIS) 

- FORTRAN  - PASCAL 

- LOGCAP  (NETWORK  DESIGN) 

- PL/1 

- MICROPROCESSOR  PROGRAM  SUPPORT 

- FLUID  FLOW  (GASS,  GASSUS,  LIQSS, 

• DATA  MANAGEMENT  SOFTWARE 

LIOT) 

- NOMAD 

- STRUPAK  (STRUCTURAL  ANALYSIS) 

- RAMIS  II 

- COMPACT  (CIRCUIT  ANALYSIS) 

- MARK  IV 

- AMPSYN  (CAD  FOR  NETWORKS) 

- TEXT  MASTER 

- FILSYN  (FILTER  SYSTHESIS) 

- SCRIPT  (TEXT  PROCESSING) 

- PREDICTOR  (FAILURE  RATES) 

- NOMAD  2 

- ICDS  (CIRCUIT  DESIGN) 

- PLM/S86  (INTEL  8086) 

• DATA  BASES  AVAILABLE 

- ONSITE  (CENSUS  AND  SITE  EVALUATION) 

• SIMULATION 

- CENSAC  (CENSUS  OF  HOUSING) 

- DYNAMO  (DYNAMIC  MODELING) 

- TELST AT  (STOCK  DATA) 

- SIMSCRIPT  2.5 

- MERRILL  LYNCH  ECONOMICS 

- NGPSS  (INTERACTIVE  GPSS) 

- VALUELINE 

- MPS  111/OL  (LINEAR  MODELS) 

- TRADELINE  (SECURITIES) 

- PAUS  (RISK  ANALYSIS) 

- COMMODITY 

- PASSPORT  (ECONOMICS  AND  FINANCE) 

• OTHER  KEY  PRODUCTS 

- PROJECT  MANAGEMENT  (PMS  AND 

• FINANCIAL  APPLICATIONS/TOOLS 

TELOR  II) 

- INFOTAB  (BUSINESS  PLANNING) 

- GRAPHICS  (DISSPLA  AND  TELL-A-GRAF) 

- EMS  (FINANCIAL  MODELING) 

- PERSONNEL  (PMIS) 

- SPX/TIME  (TIME  SERIES) 

- MEMBERSHIP  ORGANIZATIONS  (CSS 

- LAS  (LEASE  ANALYSIS) 

MAPS) 

- LVB  (LEASE  VERSUS  BUY) 

- NOMAD  HUMAN  RESOURCE 

- BAS  (GL,  A/R,  A/P) 

MANAGEMENT 

- CSS/IMAGE  SERVICE 

C 
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NCSS  3200/REMOTE  processor  is  designed  to  work  in  combina- 
tion with  a HOST.  REMOTE  provides  auxiliary  data  handling 
capacity  for  applications  oriented  toward  data  collection  and 
communication.  The  REMOTE  CPU  sells  for  $46,000  and  has  an 
additional  charge  of  $99,500  for  required  software  and  hardware. 

Software  for  programming  languages,  data  base  management  systems, 
communication  support  and  additional  system  utilities  are  priced  sepa- 
rately and  vary  widely  in  cost:  from  $200  for  an  information  and  help 
utility  to  $35,000  for  NOMAD/HOST  DBMS. 

Pricing  of  the  NCSS  3200/HOST  starts  at  $150,000-175,000  for  hard- 
ware and  basic  software.  SERVER  and  REMOTE  start  at  about 
$ 125,000  each. 

Zytron  provides  computer  output  microfilm  (COM)  services  and  markets 
equipment  and  software  for  manual  and  automated  microfilm  storage  and 
retrieval  systems.  Zytron  also  operates  COM  facilities  for  customers  under 
facilities  management  contracts. 

Computer-aided  information  storage  and  retrieval  systems  are  mar- 
keted by  Zytron's  wholly  owned  subsidiary,  Zytron  Data  Systems  (ZDS). 
The  ZDS  system  allows  customers  to  index  and  cross-index  information 
contained  on  microfilm  and  to  display  it  on  electronic  and  micrographic 
terminals.  Price  of  the  systems  ranges  from  $150,000  to  $275,000. 

Approximately  25%  of  Zytron's  total  revenues  are  derived  from  equip- 
ment sales,  with  the  remainder  coming  from  COM-associated  services. 

Zytron  is  developing  new  applications  for  COM-related  services  to 
support  electronic  mail  and  word  processing  functions. 

Software  products  marketed  by  Turnkey  Systems  are: 

TASK/MASTER,  a telecommunications  monitor. 

KEY/MASTER,  an  on-line  data  entry  system. 

DOCU/MASTER,  an  on-line  information  storage  and  retrieval  system. 

CICS/MM,  an  on-line  program  development  aid. 

NCSS's  recent  acquisition.  Program  Products  Inc.,  markets: 

Data  Analyzer,  a generalized  information  retrieval,  analysis  and  pre- 
sentation system. 

Audit  Analyzer,  an  information  retrieval,  analysis  and  presentation 
system  tailored  to  meet  the  needs  of  auditors. 
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Project  Monitor  System,  a project  control  system. 

Groph-I,  a generalized  graphics  application  for  The  Analyzer  family  of 
information  retrieval  systems. 


INDUSTRY  MARKETS 


NCSS  derived  its  1979  RCS  revenues  from  the  following  industry  sectors: 


Discrete  manufacturing 
Process  manufacturing 
Transportation 
Utilities 

Banking  and  finance 

Insurance 

Medical 

Education 

Retail  distribution 

Wholesale  distribution 

Government 

Services 

Other  industries 


23% 

6 

I 

23 

5 

5 


2 

2 

20 

10 

100% 


GEOGRAPHIC  MARKETS 

• Approximately  97%  of  NCSS's  revenues  are  derived  from  the  U.S.,  with  3% 
from  Europe.  The  following  is  an  approximate  distribution  of  revenues  from 
U.S.  geographic  regions: 


New  England  |9% 

Middle  Atlantic  4| 

East  North  Central  7 

South  Atlantic  7 

West  South  Central  2 

Mountain  States  | 

Pacific  20 


97% 


COMPUTER  HARDWARE 

• Remote  computing  centers  for  network  services  are  maintained  in  Stamford 
(CT)  and  Sunnyvale  (CA).  The  network  consists  of  100,000  miles  of  telephone 
lines  with  local  dial-up  to  over  100  cities.  Network  services  to  Europe  are 
provided  by  cable  and  backed  up  by  satellite. 
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NCSS  maintains  three  data  centers  with  the  following  equipment: 


Remote  computing: 

. Stamford  (CT) 


Sunnyvale  (CA) 


IBM  3033,  VP/CSS 
IBM  370/168,  VP/CSS 
Amdahl  470  V/7,  VP/CSS 
Amdahl  470  V/6,  VP/CSS 


Batch  services: 


. New  York 

(TBS  Division)  IBM  360/30,  40,  50 

Zytron  operates  24  COM  service  bureaus  in  California,  Arizona,  Texas, 
Oklahoma,  Iowa,  Nebraska  and  Washington,  DC. 
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NATIONAL  CSS,  INC. 

187  Danbury  Road 
Wilton,  CT  06897 
(203)  762-25 1 1 


Robert  E.  Weissman,  President 
Subsidiary  of  The  Dun  & Bradstreet 
Corporation 
Total  Employees:  1,545 
Total  Revenues,  Fiscal  Year  End 
2/28/79:  $66,516,000 
Total  Computer  Services  Revenues: 
$59,000,000  (Est.) 


THE  COMPANY 

• National  CSS  (NCSS)  was  formed  in  1967  and  began  offering  general  remote 
computing  services  in  1968.  The  company  has  since  evolved  into  an  inter- 
national corporation  which  markets  minicomputers,  software  products,  and 
provides  computer  output  microfilm  services,  in  addition  to  remote  computing. 

• In  July  1979,  the  NCSS  Board  of  Directors  approved  an  offer  by  The  Dun  & 
Bradstreet  Corporation  to  acquire  all  of  the  outstanding  shares  of  NCSS's 
common  stock.  At  a price  of  $46.75  to  $47.75  per  share  of  NCSS  stock,  the 
value  of  the  acquisition  may  be  as  high  as  $165  million,  or  about  30  times 
NCSS's  1979  earnings. 

• Revenues  reported  by  NCSS  in  1979  were  $66,516,000,  an  increase  of  37%  over 
$48,479,000  reported  in.  1978.  Net  income  also  increased  significantly  during 
this  period  to  $5,321,000,  a gain  of  39%  from  1978.  A financial  summary  for 
the  five  fiscal  years  ended  February  28,  1979  follows: 
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NCSS 

FIVE  YEAR  FINANCIAL  SUMMARY 
($  Thousands,  Except  Per  Share  Data) 


^ YEAR 

ITEM 

1979 

1978 

(A) 

1977 

(A) 

1976 

(A) 

1975 

(A) 

Total  Revenues 

$66,516 

$48,479 

$41,493 

$35,393 

$32,345 

. Percent  increase 

from  previous  year 

37% 

17% 

17% 

10% 

36% 

Income  Before  Taxes 

$ 9,710 

$ 7,451 

$ 5,396 

$ 4,243 

$ 3,395 

. Percent  increase 

from  previous  year 

30% 

38% 

27% 

25% 

21% 

Net  Income 

$ 5,321 

$ 3,835 

$ 3,173 

$ 2,090 

$ 1,763 

. Percent  increase 

from  previous  year 

39% 

21% 

52% 

19% 

1 1% 

Primary  Earnings  Per 

Share 

$ 2.25 

$ 1 .67 

$ 1 .38 

$ .94 

$ .81 

. Percent  increase 

from  previous  year 

35% 

21% 

47% 

16% 

13% 

(A)  Reflects  restated  financial  figures  to  effect  the  capitalization  of  leased 
equipment.  This  change  reduced  primary  and  fully  diluted  share 
earnings  $.03  per  share  for  1975,  1976,  and  1977,  and  $.01  per  share  in 
1978. 

• NCSS  also  reports  its  source  of  revenue  in  three  major  categories.  As  shown 
in  the  following  five  year  summary,  application  services  have  replaced  basic 
time  sharing  services  as  NCSS's  primary  source  of  revenue  on  the  network: 


NCSS 

REVENUE  SOURCES 
($  Thousands) 


1979 

1978 

1977 

1976 

1975 

Application  Services 
. Percent  of  total 

Basic  Time  Sharing 
. Percent  of  total 

Other 

. Percent  of  total 

$29,003 

44% 

$22,349 

33% 

$15,164 

23% 

$22,536 

46% 

$18,691 

39% 

$ 7,252 
15% 

$18,027 

43% 

$18,263 

44% 

$ 5,203 
13% 

$12,446 

35% 

$18,940 

54% 

$ 4,007 
1 1% 

$10,632 

33% 

$18,136 

56% 

$ 3,577 
1 1% 
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Application  Services  is  defined  as  products  developed  by  NCSS  or 
licensed  from  another  vendor. 

Basic  Time  Sharing  revenues  are  received  from  products  not  developed 
by  the  company  or  under  a licensing  agreement. 

Other  includes  revenues  from  batch  services,  professional  services 
Zytron,  and  the  3200  series  minicomputers.  ’ 

National  CSS  has  continued  to  expand  its  services  by  internal  development  of 
new  products  and  by  means  of  acquisition.  Recent  acquisitions  completed  by 
the  company  are: 

Zytron  Corporation,  one  of  the  largest  computer  output  microfilm 
services  companies,  was  acquired  in  December  1978  for  $4,800,000  in 
cash  and  228,573  shares  of  NCSS  common  stock.  Zytron's  revenues  for 
the  nine  month  period  prior  to  the  acquisition  in  1978,  were  about  $15.3 
million.  Approximately  10%  of  NCSS's  1979  revenue  growth  was  due  to 
the  acquisition  of  Zytron. 

The  acquisition  of  Turnkey  Systems,  Inc.,  a software  products  firm,  was 
completed  in  March  1979.  This  acquisition  involved  the  exchange  of 
26,029  shares  of  NCSS  common  stock.  Turnkey  reported  earnings  of 
$1  15,000  on  revenues  of  $2.6  million  for  the  year  ended  December  31, 


NCSS  is  organized  into  two  major  divisions  and  the  wholly  owned  subsidiary 
operations  of  Zytron  and  Turnkey  Systems. 

The  Remote  Computing  Services  Division  provides  a variety  of  appli- 
cations on  an  interactive  and  batch  basis  to  about  1900  accounts  in  the 
U.S.  and  Europe.  Batch  service  revenues  are  primarily  derived  from 
the  RTW  Division  which  provides  batch  and  remote  batch  services  for 
the  apparel  industry  in  New  York  and  Los  Angeles,  and  from  the  TBS 
Division  which  offers  batch  services  in  the  New  York  area. 

The  Computer  Division  markets  the  NCSS  3200  Series,  a minicomputer 
based  system  designed  to  be  sold  on  a standalone  basis  or  used  in 
conjunction  with  the  NCSS  network  service. 

Prior  to  the  acquisition  of  NCSS  by  Dun  & Bradstreet,  the  company's 
development  and  marketing  efforts  were  directed  in  three  areas:  remote 

computing  services,  computer  sales  of  the  NCSS  3200  series,  and  expanding 
the  computer  output  microfilm  services  of  Zytron.  Although  these  areas  will 
continue  to  be  emphasized,  NCSS's  major  growth  area  will  likely  be  in 
conjunction  with  the  financial  services  provided  by  its  parent.  By  rearranging 
its  financial  data  bases,  adding  permutations,  combinations  and  retrieval 
capabilities,  D&B  will  be  able  to  develop  new  financial  information  services 
and  deliver  them  electronically  on  the  NCSS  network.  Primary  emphasis  is 
placed  on  adding  analytical  capabilities  to  the  data  to  aid  customers  in 
decision  making.  The  first  projects  NCSS  will  undertake  for  D&B  will  be: 

Development  of  summaries  of  corporate  credit  data  which  will  be 
accessed  by  terminals. 
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Placing  the  Moody's  municipal  credit  information  on  the  network. 


KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  NCSS's  1979  revenues  were  derived  from  the  following 
sources: 


Type  of 

% of  Total 

Revenue  Value 

Service 

Revenues 

($  Million) 

Remote  Computing 

77% 

$51.3 

Batch  Services 

9 

5.8 

Professional  Services 

3 

2.0 

Zytron  (3  months) 

9 

6 .T) 

NCSS  3200 

2 

1 .4 

100% 

$66.5 

A profile  of  the  NCSS  network  and  key  applications  is  presented  in  Exhibit  A. 
Development  efforts  have  not  been  directed  towards  placing  industry  special- 
ized applications  on  the  network.  The  majority  of  products  offered  perform 
specific  functions,  such  as  financial  modeling  or  statistical  analysis,  which  can 
be  used  across  industry  sectors. 


NCSS's  principal  product  and  largest  revenue  producing  application  on 
the  network  continues  to  be  NOMAD,  an  internally  developed  data  base 
management  system.  Gross  revenues  from  NOMAD  during  calendar 

year  1978  approximated  $12  million.  -n-  a 

Approximately  20%  of  NCSS's  total  revenues  m 1979  ($13.3  million) 
were  derived  from  providing  processing  services  to  13  entities  of 
American  Telephone  & Telegraph.  Although  the  majority  of  revenues 
comes  from  general  timesharing  services,  a portion  of  the  total  is 
received  from  licensing  arrangements  with  AT&T  for  use  of  the  NCSS 


VP/CSS  operating  system. 

New  application  products  recently  released  on  the  network  include: 
861TAX  which  calculates  foreign  taxable  income. 

. PM  IS,  a personnel  system. 

Corporate  Financial  Management,  a corporate  cash  management 

system. 

SCRIPT,  an  on-line  text  processing  service. 

DOCU/MASTER,  an  information  storage  and  retrieval  system  for 

unstructured  data.  . x ^ 

New  products  under  development  are  an  on-line  accounting  system  and 

a project  management  system. 


4 of  8 

October  1979 


© 1979  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPUT 


COMPANY  HIGHLIGHT/NATIONAL  CSS,  INC. 


• The  NCSS  3200  Series  was  announced  in  April  1978  and  the  first  system  was 
installed  in  December.  NCSS  had  more  than  20  systems  installed  as  of 
October  1979.  Order  projections  for  the  remainder  of  FY  1979  and  1980  are 
healthy  and  in  line  with  market  growth  expectations. 

The  3200  Series  is  based  on  a super  minicomputer  manufactured  by  Two 
Pi  Corporation  and  is  designed  to  be  used  as  a standalone  system  or  as  a 
user  site  hardware  service  in  conjunction  with  the  NCSS  network. 
Three  models  are  currently  offered: 

. NCSS  3200/HOST  is  the  central  unit  which  can  function  as  a 
standalone  unit.  Configured  with  other  hardware  and  software, 
the  system  is  capable  of  performing  both  batch  and  timesharing 
applications  to  support  general  data  processing.  The  CPU 
purchase  price  for  HOST  is  $52,000  and  is  delivered  with  the 
VPS/HOST  operating  system  and  other  utility  programs. 

. NCSS  3200/SERVER  is  a special  purpose  machine  designed  to 
augment  processing  power.  A SERVER  attaches  to  a HOST 
processor  by  a high  speed  communications  line  permitting  the 
HOST  to  share  applications  processing  with  the  SERVER  and  the 
SERVER  to  share  some  peripherals  with  the  HOST.  The  SERVER 
CPU  purchase  price  is  $42,000.  An  additional  cost  of  $79,900  is 
charged  for  system  and  communication  software  and  required 
peripherals. 

. NCSS  3200/REMOTE  processor  is  designed  to  work  in  combi- 
nation with  a HOST.  REMOTE  provides  auxiliary  data  handling 
capacity  for  applications  oriented  toward  data  collection  and 
communication.  The  REMOTE  CPU  sells  for  $42,000  and  has  an 
additional  charge  of  $85,500  for  required  software  and  hardware. 
Software  for  languages,  data  base  management  systems,  communication 
support,  and  additional  system  utilities  are  priced  separately  and  vary 
widely  in  cost:  $200  for  an  information  and  help  utility  to  $35,000  for 
NOMAD/HOST  DBMS. 

Pricing  of  the  NCSS  3200/HOST  starts  at  $150-175,000  for  hardware 
and  basic  software.  SERVER  and  REMOTE  start  at  about  $125,000 
each.  NCSS  believes  the  3200  Series  is  price  competitive  with  super 
minicomputers  sold  by  other  manufacturers. 

• Zytron  provides  Computer  Output  Microfilm  (COM)  services  and  also  markets 
equipment  and  software  for  manual  and  automated  microfilm  storage  and 
retrieval  systems.  Zytron  also  operates  COM  facilities  for  customers  under 
facilities  management  contracts. 

Computer  aided  information  storage  and  retrieval  systems  are 
marketed  by  Zytron's  wholly  owned  subsidiary,  Zytron  Data  Systems 
(ZDS).  The  ZDS  system  allows  customers  to  index  and  cross-index 
information  contained  on  microfilm  and  to  display  it  on  electronic  and 
micrographic  terminals.  Price  of  the  systems  range  from  $150,000  to 
$275,000. 

Over  one-third  of  Zytron's  total  revenues  are  derived  from  equipment 
sales,  with  the  remainder  coming  from  COM  associated  services. 
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• Turnkey  Systems  is  a twelve  year  veteran  of  developing  and  marketing  systems 
software  products.  Products  marketed  by  the  company  are: 

TASK/MASTER,  a telecommunications  monitor. 

Flexicom,  a communications  system  which  can  be  offloaded  or  distrib- 
uted to  remote  CPUs. 

KEY/MASTER,  an  on-line  data  entry  system. 

DOCU/MASTER,  an  on-line  information  storage  and  retrieval  system. 
A*I*M*S,  a complete  application  system  for  credit  unions  sold  on  a 
turnkey  basis. 


INDUSTRY  MARKETS 

• NCSS  derived  its  1979  revenues  from  the  following  industry  sectors: 


Discrete  Manufacturing  26% 

Process  Manufacturing  7 

Transportation  2 

Utilities  23 

Banking  and  Finance  4 

Insurance  8 

Medical  I 

Education  I 

Retail  Distribution  I 

Wholesale  Distribution  2 

Government  I 

Services  1 2 

Other  Industries  12 


100% 

GEOGRAPHIC  MARKETS 

• Approximately  97%  of  NCSS  revenues  are  derived  from  the  U.S.  and  3%  from 
Europe.  Following  is  an  approximate  distribution  of  revenues  from  U.S. 
geographic  regions: 


New  England  19% 

Middle  Atlantic  41 

East  North  Central  7 

South  Atlantic  7 

West  South  Central  2 

Mountian  States  I 

Pacific  20 

97% 
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The  strategy  is  to  penetrate  specific  industries  and  to  tailor  cross- 
industry applications  for  them,  using  fundamental  applications. 

Industries  targeted  have  the  following  characteristics: 

a large  and  varied  product  line, 
a large  volume  of  order  processing. 

- the  physical  production  of  the  product  line. 

the  requirement  to  allocate  and  distribute  inventory 
against  known  and  anticipated  customer  demands. 

The  essential  element  in  each  is  the  large  flow  of  raw  materials  and 
finished  products  which  require  efficient  and  timely  inventory  control. 
Management  has  determined  that  there  are  some  25  to  30  industries  each 
representing  a potential  market  of  $100  million. 

GEOGRAPHIC  MARKETS:  NCSS  serves  the  United  States  from  branch  offices 

located  throughout  the  United  States.  Regions  most  heavily  penetrated  are 
the  Northeast  and  New  England,  North  Central  and  Pacific  States  regions, 
as  shown  in  the  following  table: 


Distribution  of  NCSS  Annual  Sales  by  Geographic 
for  FY  1975  E and  Projected  for  FY  1976 
($  Millions) 

Region 

E 

Region 

1975  E 

1976  E 

New  England 

3.9 

4.6 

Northeast 

7.2 

8.1 

North  Central 

6.5 

7.4 

Southeast 

3.3 

1.7 

South  Central 

1.6 

1.6 

Midwest 

1.3 

1.5 

West 

2.6 

2.8 

Pacific  States 

5.9 

7.1 

^ ~7  1 iMi/flOl 

International 

.3 

TOTAL 

32.6 

35.6 
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In  addition  to  the  corporate  office  in  Norwalk,  Connecticut,  sales  offices 
are  located  in  the  following  cities:* 


Atlanta 


Los  Angeles 


Atlanta  Center 
Suite  1002 

250  Piedmont  Avenue  N.E. 

Atlanta,  Georgia  30312 
(404)  659-1600 

Cambridge 

1033  Massachusetts  Avenue 
Cambridge,  Massachusetts  02138 
(617)  868-2950 

Chicago 

625  N.  Michigan  Avenue 
Chicago,  Illinois  60611 

(312)  751-2200 

Cleveland 

1100  Superior  Avenue 
Cleveland,  Ohio  44114 
(216)  771-5550 

Detroit 

23777  Greenfield  Road 
Southfield,  Michigan  40875 

(313)  559-7766 

Elizabeth 

27  Prince  Street 
Elizabeth,  New  Jersey  07208 
(201)  965-2250 

Hartford 

630  Oakland  Avenue 

West  Hartford,  Connecticut  06110 

(203)  247-9607 

Houston 

4600  Post  Oak  Place  Drive 
Houston,  Texas  77027 
(713)  621-9231 


1888  Century  Park  East 

Los  Angeles,  California  90067 

(213)  277-7511 

RTW  Division 

2718  Carrier  Avenue 

Los  Angeles,  California  90040 

(213)  685-5505 

Newport  Beach 

3919  Westerly  Place 
Suite  109 

Newport  Beach,  California  92660 
(714)  833-8370 

New  York 

485  Madison  Avenue 
New  York,  New  York  10022 
(212)  688-7930 

RTW  Division 

1212  Avenue  of  the  Americas 
New  York,  New  York  10036 
(212)  246-5200 

TBS  Division 

1212  Avenue  of  the  Americas 
New  York,  New  York  10036 
(212)  581-2345 

Philadelphia 

Three  Penn  Center 
Philadelphia,  Pennsylvania  19102 
(215)  665-1566 

Phoenix 

2613  North  Third  Street 
Phoenix,  Arizona  85004 
(602)  948-5921 


* New  offices  were  recently  announced  in  Dallas  and  Minneapolis. 
One  or  two  additional  offices  are  also  expected  to  be  announced 
this  year. 
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C 


Washington,  D.C. 

1701  North  Fort  Myer  Drive 
Arlington,  Virginia  22209 
(703)  524-8460 


Portland 

510  S.E.  Morrison 
Portland,  Oregon  97214 
(503)  233-2541 


San  Diego 


EUROPE : 


6363  Alvarado  Court 

San  Diego,  California  92120 

(714)  286-9635 

San  Francisco 

One  California  Street 

San  Francisco,  California  94111 

(415)  989-3930 

Stamford 

2777  Summer  Street 
Stamford,  Connecticut  06905 
(203)  327-9100 


Bonn 

CSS  Deutschland  GmbH 
53  Bonn  Bad  Godesberg 
Margaretenstrasse  1 
West  Germany 

London 

CSS  International  (U.K.)  Ltd. 
232-242  Vauxhall  Bridge  Road 
London,  SWl,  VIAU,  England 
01-834-2223 

Paris 


Sunnyvale 

430  S.  Pastoria  Avenue 
Sunnyvale,  California  94086 


30  Rue  Notre  Dame  des  Victolres 
72005  Paris 

233-50-86  and  260-91-13 


0 


(408)  739-6271 

Five  NCSS  data  centers  are  located  as  follows: 

„ . 

- 2 in  Nerwalk,  Connecticut 
1^  in  Sunnyvale,  California 

- 1 in  Los  Angeles,  California 

- 1 in  New  York  City 


NCSS  has  begun  aggressive  expansion  into  the  European  market.  Arranged 

by  Chairman  Orenstein,  ’jhe  Bonn  and  Paris  offices  were  opened  last  year 

and  the  London  office  was  opened  in  1972.  The  German  operation  is  owned 

by  two  wholly  owned  subsidiaries  of  NCSS.  The  French  operation  is  a , , / , , ' 

partnership  with  Beyrard  Rivaud  Group,  a French  consulting  firiy^KUP/THlOilT  i^k  CO'Alii-UJiJ 

Beyrard  owns  60%  and  NCSS  40%  with  an  option  .to  increase  its  equity  to 

60%  at  a later  time.  Sales  from  European^o'^^ations  are  as  yet 

negligible  and  moving  more  slowly  than  originally  anticipated.  About 

half  the  sales  made  are  to  American  multinational  corporations.  The 

balance  is  split  evenly  between  European  companies  and  governments. 

iUi4HL>eij  Ou  UuJli&MyV'  UDU0,j  UiHx 

COMPUTER  HARDWARE  AND  SQHTWARE:  NCSS  uses  the  following  TBM  hardware 

with  its  customized  operating  system,  VP/CSS  (Virtual  Control  Program/ 

Conversational  Software  System) : 
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1 

IBM 

370/168 

VP/CSS 

Stamford 

2 

IBM 

370/158 

VP/CSS 

1 in  Stamford,  1 in  Sunnyvale 

3 

IBM 

370/67 

VP/CSS 

Sunnyvale 

1 

IBM 

360/50 

New  York/TBS 

1 

IBM 

360/40 

New  York/TBS 

2 

IBM 

360/30 

New  York/TBS 

• Hours  of  operation  are:  0730  to  2400  Monday  through  Friday, 

0730  to  1800  on  Saturday  and  holidays,  excluding  Christmas, 
Thanksgiving  and  New  Year's  Day. 

• The  168  has  four  million  bytes  of  main  memory,  nine  channel 
positions  and  400  telephone  access  ports,  making  it  one  of 
the  largest  168  installations  in  the  country. 

• The  customized  software  consists  of  several  interrelated 
programs.  It  has  been  popular  with  programmers  in  user 
organizations  for  program  development  because  of  fast 
response  time  and  operator  efficiency  as  compared  with 
in-house  systems. 

• When  IBM  announced  in  1972  that  it  was  making  relocatable 
memory  available  through  the  370  line,  this  Immediately 
made  the  model  168s  and  158s  attractive  to  NCSS  because 

it  could  continue  using  VP/CSS.  While  NCSS  continues  to  use 
IBM  equipment  it  has  broken  away  from  renting  directly  from 
IBM  to  purchases  and  to  leasing  from  third  parties. 

• An  Amdahl  470  has  been  ordered  and  shipped  and  is  being  evaluated 
NCSS  had  previously  ordered  a Honeywell  Multics,  but  subsequently 
canceled  the  order.  It  appears  now  as  though  NCSS  may  be  the 
first  remote  computing  company  to  offer  services  on  Amdahl 
equipment,  besides  Computer  Usage  Company. 

• The  Network: 

Approximately  16  DEC  PDP  11/40  minicomputers  are  installed  in 
sales  offices  as  part  of  the  packet-switched  network,  which  is 
replacing  time-divison-multiplex  network.  Similar  to  ARPA 
network  technology,  the  new  network  is  capable  of  combining 
Interactive  and  spooling  traffic  on  the  same  line.  Additional 
reasons  for  building  an  intelligent  data  network  are: 

- need  for  multilocation  customers  to  share  files 
rapid  increase  in  processing  needs 
change  in  demand  for  terminal  speeds  (more  30  cps, 
less  10  cps) 

complexity  of  the  network  Increasing 
overcome  limitations  of  hardware  multiplexers 
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lack  of  retransmission  capability  and  inefficiency  of 
dedicating  bandwidth  to  ports  whether  they  were  in  use 
or  not  on  TDM  network 

- unknown  whether  IBM  would  offer  relocating  370  machines 
in  1972  when  decision  was  made. 


Benefits  to  NCSS  include 


the  ability  to  offer  error-free,  low  and  high  speed 
communications  between  remote  customer  locations 
broader  geographic  coverage  for  high  speed  terminals 
freeing-up  of  interactive  computers  for  problem 
solving 

ability  to  offer  access  to  data  stored  anywhere  on 
the  network, which  is  particularly  attractive  to 
international  and  multilocation  users. 


Terminals  supported  Include  IBM  2741,  1050,  1130  and  2780,  Hazeltine 
2000,  Memorex  1240  and  teletype  operating  at  10,  15,  30,  60  and  120 
characters  per  second. 


NAMES  AND  LOCATIONS  OF  SUBSIDIARIES; 


NCSS  HOLDING  COMPANY  consists  of  the  TBS  and  RTW  divisions: 


NCSS  HOLDING  COMPANY 
1212  Avenue  of  the  Americas 
New  York,  New  York  10036 


Robert  E.  Weissman 
President 

Wholly  owned  subsidiary  of  NCSS 
Total  company  and  computer 
services  sales  as  of  FY  ending 
2/1975:  $7,000,000E  $ 6 


A New  York  Corporation,  NCSS  holding  company  was  created  in  FY1974 
when  NCSS  acquired  TBS  computer  centers  for  $5,017,000  and  its 
subsidiary  RTW  Computer  Newtwork.  RTW  was  72%%  owned  by  TBS,  and 
NCSS  bought  out  the  minority  interest  at  the  time  for  $100,000. 

The  purpose  of  the  acquisition  was  to  expand  the  NCSS  business  base 
and  to  enhance  the  firm's  overall  growth  rate.  The  latter  has  not 
been  realized  as  a result  of  these  acquisitions. 


TBS  provides  overnight  batch  services  primarily  to  -f  £,S 

small  companies  in  New  York  City.  It  uses  IBM  360 
equipment  for  both  its  batch  and  remote  batch  processing. 

Sales  at  the  time  of  the  acquisition  were  $3.6  million. 


Growth  has  been  minimal  although  the  division  does  show  / 

a profit.  Dick  Schliefstein  is  Prcoidont-.^  £Fg-CLnll/?/'  Ws/CvLaX 

:.^vvcA  SGuiLtoJl  lilT-MAOiiiv  , 
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• RTW  Management  Systems  provides  industry-oriented 

applications  to  apparel  manufacturers.  Sales  at  the 
time  of  the  acquisition  were  $2.5  million.  Jack 
Rottfchild  is  President. 

CSS  International,  Ltd.  operates  in  the  United  Kingdom  but  is  a <^C0  k ~ Hit/ 

100%  owned  Delaware  corporation.  5ala&-arc  negli-gib3r&.  //^' 

NCSS  Germany,  Inc.  is  a 100%  owned  Delaware  corporation  with  in- 
significant sales. 

NCSS  Deutschland  GmbH  is  a 100%  owned  German  company  with 
insignificant  sales.  It  is  owned  90%  by  NCSS  Deutchland  GmbH 
and  10%  by  CSS  International,  Inc. 

Conversational  Software  Systems,  Ltd.  is  a 100%  owned  Ontario, 

Canada  company.  Annual  sales  are  negligible. 

National  CSS  Equipment  Marketing,  Inc.  is  a 100%  owned  Delaware 
corporation  with  insignificant  sales.  It  was  created  with  plans 
to  market  communications  hardware. 


Optimal  Logic,  Inc.  is  a 100%  owned  New  York  corporation  with 
negligible  sales.  When  acquired  the  sales  price  was  announced 
as  "insignificant." 

NCSS  Holding  Company,  National  CSS  Equipment  Marketing,  Optimal 
Logic,  Inc.,  Conversational  Software  Systems,  Ltd.,  and  NCSS 
Germany,  Inc.,  exist  primarily  for  tax  purposes.  Consolidated 
financial  statements  shown  in  the  Financial  Analysis  section 
include  TBS,  RTW  and  Optimal  Logic,  Inc. 


KEY  EXECUTIVES  AND  BIOGRAPHICAL  SKETCHES; 


Officers  of  NCSS  include: 

Richard  H.  Orenstein,  Chairman  of  the  Board;  Director 

Formerly  President  of  NCSS,  Orenstein  joined  the  company  in  1967 
as  a Vice-President.  He  was  previously  on  the  technical  staff  of 
Adams  Associates,  a member  of  research  staff  of  M.I.T.  and  a part- 
time  programmer  for  the  University  of  Michigan.  Born  in  1941, 
Orenstein  completed  his  B.S.  at  the  University  of  Michigan  in  1962. 

Robert  E.  Weissman,  President,  Chief  Executive  Officer;  Director 
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Weissman  joined  NCSS  ; 
January  1975,  he  was^,^ 


lor  to  becoming  President  in 
-at  of  Finance.  Previously  he 


was  Executive  Vice  President  and  Treasurer  of  Rediffusion,  Inc., 
President  of  Spencer-Kennedy  Laboratories,  and  President  of 
Dickerman  Manufacturing  Division  of  Standard  International  Corpo- 
ration. Weissman  is  a graduate  of  Babson  Institute. 

Richard  U.  Bayles,  Vice  President,  Planning  and  Corporate  Services 

Bayles  joined  NCSS  in  1968  and  became  Vice  President  in  1969. 

He  was  previously  Group  Manager  at  IBM  and  a member  of  the  research 
staff  at  M.I.T.  He  was  born  in  1942. 

David  S.  Fehr,  Vice  President;  Marketing,  Director 

After  joining  NCSS  in  1969,  Fehr  became  Vice  President  in  1973. 

He  was  previously  Eastern  District  Sales  Manager  for  Rohn  Manu- 
facturing Company.  Born  in  1935,  he  received  his  MBA  from  Boston 
University  in  1962  and  his  BSIE  from  Penn  State  in  1957 . 

Michael  S.  Field,  Vice  President,  Data  Systems 

Field  joined  NCSS  in  1969  as  the  Systems  Development  and  Manager 
of  Timesharing  Control  Systems  Development.  He  previously  held 
various  positions  with  IBM  United  Kingdom,  Ltd. , the  last  being 
a multi-access  systems  specialist.  He  is  a graduate  of  Loughborough 
College  of  Advanced  Technology,  England. 

John  P.  Pryor,  Vice  President,  Sales 

Prior  to  joining  NCSS  in  1969  Pryor  was  associated  with  Service 
Bureau  Corporation,  Charles  Bruning  Company  and  Trimco  Manufacturing 
Company.  Born  in  1943,  he  holds  an  MBA  from  Farleigh  Dickenson 
University,  completed  in  1972,  and  is  a graduate  of  Wagner  College. 

Alan  C.  Rievman,  Vice  President,  Finance;  Director 

Before  joining  NCSS  in  1969,  as  Treasurer  Rievman  was  a CPA  and 
partner  in  Robinson  Preese  & Company.  Born  in  1937,  he  graduated 
from  the  University  of  Connecticut  in  1957. 

Leslie  Srager,  Secretary,  General  Counsel 

Srager  joined  NCSS  in  1975  as  Secretary  and  General  Counsel.  He 
was  previously  President  of  Aries  Corporation,  and  consultant  to 
strategic  arms  limitations  talks.  He  was  also  a lawyer  and  partner 
with  Feldman  and  Cole.  He  holds  an  LLB  from  Boston  University  Law 
School . 


April/1976 

P-2.13 


INPUT 


DETAILED  COMPANY  PROFILE/NATIONAL  CSS,  INC. 


Harold  S.  Feinlieb,  Vice  President  and  Director  of  Systems  Products 

Since  joining  NCSS  in  1968,  Feinlieb  has  been  highly  involved  in 
creating  software  technology,  such  as  VP/CSS  and  NOMAD. 


Additional  key  personnel  include: 

Henry  C.  Beinstein,  Corporate  Controller:  a CPA  and  most  recently 

associated  with  Plymouth  Computer  Systems  as  Vice  Presidents 

Vincent  Hamill,  Director  of  Marketing: formerly  Vice  President 
of  Sales  for  Western  Union  Data  Services. 


Members  of  the  Board  not  employed  by  NCSS  include: 

JT  Tr.Vmorr.TT  rbairman  Tpcbnlrnrp  Tatornatienal  — Inc . 

John  G.  Arbour:  President,  General  Optimation,  Inc. 


GftT'rgp  T ’Reynolds*  Proc-i Honr  ^ — Vallay -Cable  Inc 

Thomas  E.  Singer:  Executive  Vice  President,  The  Gillette  Company 

David  A.  Winer:  President,  Infrared  Industries,  Inc. 

Dr.  Bernard  A.  Galler:  Professor  and  Chairman  of  Computer  and  Communication 

Sciences  Department,  University  of  Michigan. 

George  C.  Evanoff:  Vice  President  of  Corporate  Development,  RCA  Corporation. 


^ NCSS  FINANCIAL  RATIOS  AND  HIGHLIGHTS : 


Financial 

Ratios 

FY  1975 

Return  on  Investment 

r Net  Income 
L Total  Assets 

] 

12.7% 

Return  on  Total  Equity 

r Net  Income 

1 

22.8% 

L Shareholder ' s 

Equity J 

Gross  Margin 

rincome  Before 

Taxes  q 

10.8% 

L Revenue 

i 
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Financial  Ratios  (Continued) 

FY  1975 

Debt /Equity  Ratio 

4:5 

Stock  Price  Range  for  1975^ 

5-36% 

Shares  Outstanding 

1,088,240 

Price/Earnings  Ratio,  based  on  5: 

(Stock  Price/Earnings  Per  Share) 

3.0 

Price/Earnings  Ratio  Based  on  High  Bid  of  36%; 

21.9 

Financial  Data 

FY  1975 

Net  Worth  (Shareholder's  equity) 

$8,010,405 

Working  Capital 

$3,327,742 

Income  before  taxes  and  extraordinary  credit 

$3,523,662 

Net  Income 

$1,828,662 

Current  Assets 

$8,090,790 

Current  Liabilities 

$5,326,784 

^ NCSS  began  trading  on  the  American  Stock  Exchange  September  10, 
1975.  On  April  23,  1976,  the  stock  closed  at  20  5/8. 
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Significant  points  to  bear  in  mind  in  reviewing  the  following 
financial  figures  include: 


• The  acquisition  of  TBS  and  RTW  in  FY  1974  for 
$5,017,000  decreased  working  capital  by  $2.5 
million.  Debt  incurred  was  also  $2.5  million.  At 
the  same  time  NCSS  acquired  the  minority  interest  in 
RTW  (which  was  72%%  owned  by  TBS)  with  a $100,000 
note.  This  acquisition  led  to  a large  increase  in 
the  asset  base  and  the  addition  of  "purchased  software"  ■ , 

to  the  balance  sheet.  This  software  is  being  amortized 
over  five  years  at  $.45  million  per  year  through  1979. 

Despite  the  reduction  in  working  capital  and  increase  in 
liabilities  resulting  from  the  acquisition,  NCSS  continues 
to  maintain  a strong  cash  liquidity  position. 


• The  tax  loss  carry  forward  was  depleted  in  1974, 
resulting  in  higher  tax  rates. 


Profits  have  been  realized  despite  large  depreciation 
charges. 


Operating  efficiency  of  the  IBM  370/158  has  Improved 
expense/computer  equipment  position.  fl 


About  45%  of  computer  equipment 
IBM.  In  1970  it  was  100%. 


is  now  rented  from 
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NCSS  INCOME  STATEMENT 
FY  1969  to  1976 


Revenues : 

Computer  and  related  services 
Interest  


Expenses : 

Salaries  and  payroll  taxes  

Computer  equipment  & data  communications. 
Other  operating  expenses  (includes  office 
space  rent,  amortization  of  software 
purchased,  royalties  on  computer 

programs^) 

Total  Expenses  

i ,^]^ncome  before  income  taxes  and 

, extraordinary  credit  

,r^f®rovision  for  income  taxes  

Income  before  extraordinary  credit  

Extraordinary  credit  - reduction  of  federal 


> 

■a 

7*  p.  income  taxes  due  to  utilization  of  net 

|S3  I 


. ni  operating  loss  carryforwards  

J««|ff'Net  Income  

i Retained  earnings/ (deficit)  at  beginning  of 

year-as  previously  reported  

Restatement  

Retained  earnings/ (deficit)  at  beginning  of 

year-as  restated  

Retained  earnings  at  end  of  year  


FY  1976 
relimlnarv 

FY  1975 

FY  19742 

FY  1973 

FY  1972 

32,344,309 

23,503,331 

16,582,676 

11,050,119 

265,303 

197,170 

76,381 

59,202 

35,603,000 

32,609,612 

23,700,501 

16,659,057 

11,109,321 

11,096,742 

6,650,854 

4,717,085 

3,251,796 

7,595,934 

7,831,612 

5,699,769 

4,736,840 

10,393,274 

6,403,885 

4,591,177 

2,526,417 

31,218,000 

29,085,950 

20,886,351 

15,008,031 

10,515,053 

4,385,000 

3,523,662 

2,814,150 

1,651,026 

594,268 

2,224,000 

1,695,000 

1,232,100 

872,000 

298,400 

2,161,000 

1,828,662 

1,582,050 

779,026 

295,868 

519,900 

707,000 

261,000 

2,161,000 

1,828,662 

2,101,950 

1,486,026 

556,868 

1,344,658 

(312,746) 

1,031,912 

$2,860,574 


FY  1971 


FY  1970 


FY  1969* 


135,178 


(104,000) 


(434,075)(1,920,101)  (2,476,969) 

(635,963)  Restatement  effective  in  FY  1974 


(1,070,038) 


It) 


Per  Share  of  Common  Stock 

Income  before  extraordinary  credit 

Extraordinary  credit  

Net  income  


1.95 


1.67 


1.67 


e i 

; 1.44 

.47 

$ 

.72 

.65 

$ 

.28 

.24 

i 1.91 

$ 

1.37 

$ 

.52 

($1.67) 


($  .85) 


($  .23) 


1.  Began  operations  in  December  1968 

2.  In  compliance  with  statement  from  the  Financial  Accounting  Board  requirement  that  research  and  development  costs  be  charged  to  expense 
when  Incurred,  1974  has  been  restated  here  since  initial  1974  figures  were  released. 

3.  For  computing  earnings  per  share  the  number  of  shares  of  stock  used  has  been:  1976  - 1,109,000  1973  - 1,086,472 

1975  - 1,092,617  1972  - 1,062,747 

1974  - 1,095,444 
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NCSS  BALANCE  SHEET 
FY  1969  to  1976 


ASSETS 


Current  Assets: 

Cash  and  certificates  of  deposit  

Temporary  investment s-at  cost  (approxi- 
mates market),  plus  accrued  interest  .. 
Receivables  less  allowances  and 

doubtful  accounts  

Prepaid  expenses  

Total  Current  Assets  

Fixed  Assets,  at  cost: 

Equipment,  furniture  and  fixtures  

Leasehold  Improvements  

Sub-Total  

Less:  Accumulated  depreciation  and 

amortization  

Total  Fixed  Assets  

Other  Assets  and  Deferred  Charges: 

Purchased  software  (sinc^l974)  andideferred 
software  and  systems  costs  (prior  to  1974)  . . 

Deposits  and  sundry  

Total  

Excess  of  Cost  of  Investment  in  Subsidiaries 
over  Net  Assets  Acquired,  less  amortization 

of  $19,120  (1975)  

Total  


FY  1976 
Preliminary 


FY  1975 

FY  1974 

FY  1973 

FY  1972  FY  1971 

FY  1970 

FY  1969 

851,168 

1,579,322 

1,862,491 

188,595 

2,767,352 

1,442,231 

507,168 

1,147,199 

4,290,622 

4,296,575 

2,601,010 

1,709,096 

181,648 

147,003 

24,258 

26,303 

8,090,790 

7,465,131 

4,994,o_7 

3,071,193  2,454,000 

4,107,000 

431,000 

4,365,889 

3,700,235 

1,875,9-0 

586,300 

1.322,555 

994,266 

502.504 

420,232 

5,688,444 

4,694,501 

2,378,9/4 

1,006,532 

2.055,665 

1,080,762 

490,408 

283,694 

3,632,779 

3,613,739 

1,888,066 

722,838 

1,837,452 

2,225,000 

635,963 

831,223 

123.796 

224,761 

194,488 

32,118 

1,961,248 

2,449,761 

830,451 

863,341 

745,674  738,511 


$15,919,000  $14,430,491  $14,267,142  $7,713,444  $4,657,372  $4,234,000  $5,038,000  $720,000 
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OAUAiNUis  SHEET  (.Continued) 
FY  1969  to  1976 


FY  1976 
Preliminary 


FY  1975 


FY  1974 


FY  1973 


FY  1972 


FY  1971 


FY  1970 


FY  1969 


LIABILITIES  AND  SHAREHOLDERS'  EQUITY 


Current  Liabilities: 

Accounts  payable  

Current  portion  of  long-term  debt  

Capitalized  lease  obligation  

Federal  income  taxes  

Sundry  liabilities  and  accrued  expenses  • • 
Total  Current  Liabilities  

Long-term  Debt  

Capitalized  Lease  Obligation  

Deferred  Federal  Income  Taxes  

Total  Liabilities  

Shareholders'  Equity: 

Common  Stock,  par  value  $.02  a 
share  - authorized  4,000,000 
shares;  issued  and  outstanding 
1,088,240  and  1,084,324,  1,056,763, 
1,043,500  shares  for  each  respec- 
tive year  

Paid-in  Capital  

Retained  Earnings/Deficit  

Total  Shareholders'  Equity  


1,501,316  2,155,853  1,321,991  1,167,300 


986,947 

305,424 

652,635 


980,283 

305,424 

599,219 


241,631 


383,939 


5,326,734 

5,723,687 

2,418,326 

1,551,239 

1,700,000 

768,000 

123,000 

877,944 

169,358 

46,000 

1,922,391 

474,782 

607,624 

— 

6,420,086 

8,120,860 

3,025,950 

1,551,239 

21,765 

5,128,066 

2,860,574 

8,010,405 

21,686 

5,092,684 

1,031,912 

6,146,282 

21,135 

5,100,434 

(434,075) 

4,687,494 

20,870 

5,005,364 

(1,920,101) 

3,106,372 

2,533,000 

4,270,000 

597,000 

Total 


$15,919,000  $14,430,491 $14,267,142  $7,713,444  $4,657,372  $4,234,000  $5,038,000  $720,000 
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NCSS  CHANGES  IN  FINANCIAL  POSITION 
FY  1972  to  1976 


FY  1976 
Preliminary 

FY  1975 

FY  1974 

FY  1973 

FY  1972 

Financial  Resources  Provided  From: 

Income  before  extraordinary  credit  .... 

1,828,662 

1,582,050 

779,026 

295,868 

Expenses  not  requiring  outlay  of 
working  capital  in  current  year: 
Depreciation  and  amortization  of 

fixed  assets  

985,506 

591,601 

330,426 

145,134 

Provision  for  deferred  federal 

income  taxes  

46,000 

— 

— 

— 

Other  amortization,  principally 
purchased  software  and  systems 
development  costs*  

467,574 

1,433 

661,458 

675,922 

Working  capital  provided  from  opera- 
tions, exclusive  of  extraordinary 
credit  

. . 3,876,000 

3,327,742 

2,175,084 

1,770,910 

1,116,924 

Extraordinary  credit  

— 

519,900 

707,000 

261,000 

Long-term  borrowings  

— 

2,845,174 

— 

— 

Capitalized  lease  obligation  

— 

226,800 

607,624 

— 

Sales  of  Common  Stock  upon  exercise 
of  stock  options  and  warrants  

35,461 

142,801 

95,335 

16,333 

43,466 

25,794 

— 

— 

Total 

3,876,000 

3,406,669 

5,935,553 

3,180,869 

1,394,257 

* Deferred  charges  prior  to  FY  1974 
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Financial  Resources  Used  For: 

Current  portion  of  long-term  debt  

Capitalized  lease  obligation  

Software  and  systems  development  costs  . . 

Purchased  software  

Excess  of  cost  of  investment  in  sub- 
sidiaries over  net  assets  acquired  . . . . 

Fixed  assets  

Repurchase  of  warrants  

Other  

Total  

Increase/ (Decrease)  in  Working  Capital  

Increase/ (Decrease)  in  Working  Capital 
by  Element : 

Cash  and  certificates  of  deposit  

Temporary  investments  

Receivables  

Prepaid  expenses  

Accounts  payable  

Current  portion  of  long-term  debt  

Capitalized  lease  obligation  

Federal  income  taxes  

Sundry  liabilities  and  accrued 

expenses  

Total  


r 


r 


NCSS  CHANGES  IN  FINANCIAL  POSITION  (Continued) 
FY  1972  to  1976 


FY  1975  FY  1974  FY  1973  FY  1972 


986,947 

305,424 

100,906 


990,830 


2,384,107 

1,022,562 


(728,154) 

1,325,121 

(5,953) 

34,645 

654,537 

(6,664) 

(53,416) 

(197,554) 

$1,022,562 


980,283 

359,642 

2,225,000 

738,511 

2,317,274 

150,000 


6,770,710 

(835,157) 


(283,169) 

935,063 

1,695,565 

122,745 

(833,862) 

(980,283) 

(63,793) 

(599,219) 

(828.204) 


463,306 


1,495,654 

165,262 

2,124,222 

1,056,647 


1,673,896 

(640,031) 

891,914 

(2,045) 

(154,691) 

(241,631) 


(470,765) 


484,121 


141,666 

1,337 

627,124 

767,133 


17,330 

530,908 

75,038 

(5,729) 

294,694 


(145,108) 
$ 767,133 


$(835,157)$!, 056, 647 
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EXPENSE  AND  PERSONNEL  DISTRIBUTION  BY  FUNCTION: 


NCSS 

Operating  Expense  Distribution  By 
Function  for  FY  1975  E 


* Approximately  25  people  are  in  professional  services. 

**  Approximately  160  people  are  in  TBS/RTW, 
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($  Millions) 

Function 

FY  1975 

Marketing 

Marketing  Support 

Administration 

Research  and  Development 

Operations 

2.9  V 

4.4  f 

4.5  - (ncw\  3 
2.0 

15.3  llicjl 

d 

TOTAL 

$29.1 

NCSS 

Personnel  Allocation  By  Number  Of 
Employees  For  FY  1975  E 

Function 

FY  1975 

Marketing 

Marketing  Support 

UAW\<\  RdCluiM. 

Admin^tration 

Research  and  Development 

Operations 
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MARKET  POSITION,  COMPETITIVE,  AND  MANAGEMENT  POSTURE; 

NCSS  is  gradually  moving  away  from  being  strictly  a remote  computing  com- 
pany. Greater  emphasis  is  being  placed  on  continual  service  and  systems 
marketing.  Eventually,  NCSS  will  offer  turnkey  systems,  accompanied  by 
a continued  service  agreement.  Many  of  the  following  strategies  reflect 
movement  in  this  direction: 

• Stress  customer  service  and  problem  solving.  This  broad 
objective  is  presented  to  the  marketplace  with  emphasis  on  knowledge 
of  specific  industries,  technical  support  and  awareness,  documen- 
tation, sales  coverage*  geographic  expansion  and  continual  service. 

• Penetrate  specific  industry  activities  by  developing  industry  - 
specialized  products.  These  activities  are  being  concentrated 
in  manufacturing  and  distribution  industries.  In  San  Francisco, 
for  example,  NCSS  is  developing  an  order  entry,  sales  analysis 
and  inventory  system  with  a paper  products  distribution  firm  on 
a joint  venture  basis. 

• Expand  geographically.  Companies  that  need  to  integrate 
geographically  separated  operations  through  information 
services  networks  represent  a particularly  attractive  market 
to  NCSS.  In  the  past,  this  has  motivated  the  opening  of  new 
U.S.  sales  offices.  Those  determined  to  be  nonprof itable  have 
subsequently  been  closed  and  more  recent  geographic  expansion 
has  been  concentrated  in  Europe,  Chairman  Orenstein  has  been 
concentrating  his  efforts  on  European  and  international  expansion. 

• Develop  functionally  specialized  products.  NOMAD,  for  example, 
is  a data  management  product. 

• Expand  professional  services  currently  composed  of  a technical 
staff  of  25  people,  to  increase  sales  of  remote  computing. 

• Provide  strong  technical  support.  The  firm  has  and  will  continue 
to  stress  expertise  in  computer  software  and  communications 
technology. 

• Concentrate  on  jobs  which  require  large  core  and  are  IBM 
compatible. 

• Use  mass  marketing  techniques,  such  as  promotions  and  seminars 
to  present  the  various  services  to  prospective  users. 

Additional  strategies  include: 

• Develop  and  market  packet  switched  network  services , which  integrate 
communications  and  data  services. 

• Develop  market  for  management  services. 

• Reduce  dependence  on  large  accounts. 
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• Reduce  dependence  on  IBM  equipment.  Alternatives  such  as  Amdahl  are 
being  sought  as  the  computer  resource  becomes  increasingly  transparent 
to  the  user. 

• Eliminate  nonprof itable  products. 


Research  and  Development ; 

Product  research  and  development  activities  have  been 
concentrated  in  industry  and  applications  products  and 
data  management.  The  development  of  NOMAD  required  a 
large  portion  of  this  budget  during  1974  and  1975. 
Applications  products  being  developed  incorporate 
minicomputers  and  intelligent  terminals.  Equipment  to 
be  marketed  will  be  OEM,  intelligent  and  compatible  with 
existing  software  products.  Equipment  that  has  been 
tested  includes  terminals  manufactured  by  Data  100  and 
Memorex.  A special  group  is  looking  at  operating  systems 
development  for  IBM  370  and  other  future  equipment. 

Of  the  10%  of  annual  revenues  budgeted  for  product  marketing, 
distribution  is  as  follows: 

• 35%  for  product  enhancement 

• 45%  for  new  products 

• 20%  for  industry  development  and  marketing 


Customer  Concentration  by  Account  Size: 

NCSS  provides  some  600  applications  to  over  2000  individual 
accounts.  Thus,  annual  billing  per  account  averages  in 
excess  of  $16,000.  The  largest  customers  are  composed  of 
multiple  accounts.  In  FY  1975  the  two  largest  customers 
each  accounted  for  over  5%  of  revenues,  or  about  $2  million. 
In  addition,  the  30  largest  customers  accounted  for  37%  of 
revenues.  In  the  preceedlng  year  four  customers  had 
accounted  for  25%  of  revenues.  Since  FY  1975,  NCSS  has  won 
its  single  largest  contract  ever  with  New  York  Telephone 
for  a minimum  of  $4.8  million  over  four  years.  (Price 
concessions  made  to  win  this  contract  include  a discount 
of  65%  on  usage  in  excess  of  $150,000  per  month.)  A 
$4.2  million  contract  with  Pacific  Telephone  for  a dedicated 
system  was  also  recently  announced. 


Marketing  Personnel: 

In  recruiting  sales  people,  NCSS  tends  to  hire  professionals 
who  can  begin  selling  immediately  without  having  to  undergo 
a long,  expensive  training  process.  A marketing  representative 
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manages  between  25  and  30  accounts  within  a specific  geographic 
territory.  Technical  representatives,  who  assist  and  guide 
customers  in  the  use  of  NCSS  services,  work  Independently  of 
the  sales  people  and  are  responsible  for  20  to  25  accounts. 

They  target  one  technical  representative  for  every  sales  person. 
The  former  are  paid  a straight  salary  while  the  latter  are 
usually  on  a base  salary  plus  commission,  where  tj^^  commission 
runs  about  60%  of  earnings.  Average  revenue  per  employee^ in 
FY  1975  was  $54,000. 

NCSS  enjoys  one  of  the  highest  ratios  of  sales  volume  to  number 
of  sales  personnel  in  the  remote  computing  services  industry. 

' ‘ sales  force  now  finds  it  necessary  to  spend  most  of  its 


The 

time  maintaining  existing  accounts  rather  than  developing 
new  business.  This  has  contributed  to  the  reduction  in 
rate  of  revenue  growth. 

In  March  this  year,  14  sales  people  in  the  western  region 
produced  nearly  $1  million  in  revenues.  Thus,  if  25%  of 
the  sales  force  is  producing  $10  to  $12  million  annually, 
total  sales  for  the  current  fiscal  year  (1977)  should  exceed 
$40  million. 


Ck/iJ  ZsILa  JiliC 

Udul, 
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t^li^^roduct  Strengths  and  Weaknesses: 


Technical  ability  is  a key  part  of  NCSS  strength.  Its 
customized  operating  system,  VP/CSS, provides  better 
throughput  to  customers  than  they  are  able  to  achieve  by 
using  IBM-supplied  operating  systems.  Additional  strengths 
include: 


• Integrated  Computer  Facility,  which  is  similar  to 
facilities  management. 

• Electrical  engineering  products,  particularly  ISPICE. 

• Professional  services. 

• Data  management,  NOMAD  and  RAMIS. 

• Demographic  products,  particularly  CENSAC. 

• Languages . 

Weaker  product  groups  include: 

■ Structural  engineering 
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• Mechanical  engineering 

• Civil  engineering 

■ Financial  analysis 


OVERALL  ASSESSMENT: 


V > F 


Formed  in  1967  as  Computer  Software  Company,  NCSS  started  out 
in  the  business  of  designing  and  engineering  computer  programs. 
National  CSS,  a Delaware  Corporation,  succeeded  Computer  Software 
in  1968  as  a result  of  a statutory  merger.  Sales  growth  was 
particularly  strong  during  the  1970s  but  has  tapered  off  during 
the  past  two  years.  Sales  for  FY  1976  were 
level  - much  lower  than  earlier  growth  rates, 

management  claims,  NCSS  has  not  been  growing  recently  at  a rate 
faster  than  the  total  computer  services  industry.  Consequently, 
a key  objective  of  increasing  market  share  is  not  being  realized. 
Sales  should  exceed  $40  million  for  FY  1977  and  reach  $60  million 
by  1980,  reflecting  continued  and  steady  growth  over  the  long 
term. 


above  the  1975 
Thus,  despite 


\ One  potential  problem  area  facing  NCSS  is  the  "slimming"  of  its 
j?  \ sales  staff.  With  only  60  salespersons  and  well  over  $30  million 
pf  revenues,  each  salesperson  is,  on  average,  supporting  over 
^ <;;^5tJ07^^of  annual  base.  As  a result,  the  level  of  effort  on 
new  sales  is  not  what  it  could  be.  NCSS  has  slipped  behind 
Tymshare  in  growth,  although  a significant  part  of  this  difference 
is  due  to  T3nnshare's  acquisitions. 

Finding  and  adding  salespeople  of  the  caliber  NCSS  expects  is 
difficult,  but  the  affect  on  the  company  of  a sales  force  of 
120  people,  even  with  some  loss  of  "efficiency,"  would  be 
dramatic. 


Of  more  concern  to  top  management  than  pure  growth  is  profitability. 
The  primary  objective  to  be  profitable  is  what  led  management  to 
close  several  unprofitable  sales  offices  in  1971,  and  to  reduce 
the  number  of  employees  by  8%  in  FY  19^.®  At  the  same  time  some 
product  development  and  new  activities  were  also  canceled  or 
postponed  as  cost  cutting  measures.  This  contributed  to  the  delay 
of  completing  the  network  to  completely  packet-switched  from  TDM. 
NCSS  has  also  succeeded  in  reducing  expenses  by  replacing  some  of 
its  IBM  360/67S  with  a 370/168.  It  is  as  productive  as  five  67s, 
which  cost  two  and  one-half  times  what  the  168  costs. 
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While  a moderate  degree  of  turnover  has  occurred  recently  in 
top  management,  the  balance  of  technical,  financial  and 
marketing  orientation  has  not  been  upset.  Several  of  the 
corporate  officers  had  met  through  the  M.I.T.  research  staff 
and  have  enjoyed  a long  relationship. 


NCSS  management  has  been  cautious  in  making  acquisitions  or  in 
being  acquired.  The  one  acquisition  made  in  FY  1974,  TBS  and 
its  subsidiary  RTW,  has  not  met  expectations,  although  now  as 
separate  divisions  of  NCSS,  TBS  and  RTW  are  reportedly  growing 
and  profitable.  The  purpose  of  this  acquisition  was  two  fold: 

• to  qualify  for  purchased  software  to  amortize  _ 

• to  achieve  industry  specialization.  (RTW  provides  services 
to  apparel  manufacturers.) 

NCSS  is  continuing  to  shop  carefully  for  additional  acquisitions 
which  meet  the  objectives  of  penetrating  a specific  industry 
or  which  employ  functional  applications,  such  as  order  processing, 
to  a cross-section  of  industries.  Since  Weissman  has  taken 
over  the  presidency,  NCSS  has  assumed  a more  "catholic  position 
toward  acquisitions.  While  Weissman  became  somewhat  disillusioned 
by  the  acquisition  scenario  of  a conglomerate  with  which  he  used 
to  work,  he  does  expect  NCSS  to  make  acquisitions  which  are 
suited  to  the  corporate  plan.  This  means  companies  which  offer 
functional  and/or  industry  specialization.  The  1974  Financial 
Accounting  Standards  Board  ruling  that  research  and  development 
costs  be  expensed  as  incurred  makes  it  more  attractive  for  NCSS 
to  acquire  externally  developed  software  than  to  develop  it 
internally.  In  addition,  the  acquisition  of  externally  developed, 
tested  and  proven  software  minimizes  risk. 

NCSS  is  an  attractive  acquisition  candidate  to  a number  of  companies 
because  of  its  low  stock  price,  cash  surplus  and  earnings  record. 
While  the  company  is  "not  for  sale"  it  has  been  approached  by 
several  companies,  has  discussed  and  will  continue  to  discuss 
being  acquired  with  those  that  have  the  financial  strength  to 
make  an  attractive  deal. 

Given  the  successful  track  record  of  NCSS  >a  listing  on  the  American 
Stock  Exchange  being  among  the  more  recent  achievements , it  is 
understandable  why  many  firms  would  seek  to  acquire  it.  NCSS  is 
clearly  among  the  leaders  in  the  computer  services  industry. 


/ 
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APPENDIX 


REPRESENTATIVE  CUSTOMER  LIST  FOR  NATIONAL  CSS 


I,  Q. 


, I U\ 
1 


Large  system  sales  are  concentrated  in  the  telephone  industry , as 
reflected  by  the  following  contracts: 

'^Pacific  Telephone:  Announced  in  April  this  year,  NCSS  has 

a contract  with  PTT  for  $4.2  million  to  provide  a Dedicated 
Interactive  System.  NCSS  will  provide  a dedicated  370/158 
computer  and  staff  in  its  Sunnyvale  data  center.  This  two- 
year  contract  is  an  extension  of  an  agreement  that  began  in 
1975.  The  minimum  monthly  payment  is  $150,000. 

)New  York  Telephone:  Earlier  NCSS  had  annouced  a $4.8 

million  contract  with  NYT  to  provide  a shared  computer 
system;  the  minimum  monthly  payment  is  $100,000.  Terms 
of  this  four  year  contract  called  for  providing  a dedicated 
system  at  a later  time.  Previously,  NYT  relied  on  Comshare 
for  many  of  the  services  now  provided  by  NCSS»  which  at 
that  time  only  provided  services  to  specific  departments 
of  NYT  on  an  individual  basis. 

NYT  now  has  access  to  the  full  NCSS  library  of  programs 
as  well  as  certain  Bell  System  programs  which  are  also 
maintained  on  NCSS  computers.  Applications  include  finance, 
planning,  development,  and  engineering. 


cO 


In  the  telephone  industry  NCSS  specializes  in  providing 
engineering  support  services. 


Additional  customers 

Skc-Jicai  Oil  c.' 

Bank  of  America  (also  a 
system)  - i aTj/uIiEsl.  f 
New  England  Merchants  N 
Bank 

Coldwell  Banker  & Co. 

National  Semiconductor 
Motorola 
GTE  Sylvania 
Burroughs 
Texas  Instruments 
Merck,  Sharp  & Dome 
Hoechst-Roussel  Pharmaceuticals, 

Inc. 

Hartford  Insurance 
U.S.  Pharmaceutical  Co.,  a sub- 
sidiary of  E.R.  Squibb  & 

Sons 
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onal  1 ' Standard  Oil 

Polaroid 

Market  Forge,  copier  division 
of  Pitney  Bowes 
Old  Fashion  Foods,  Inc. 
General  Cable 
Lawler,  Matusky  & Skelly 
Ditto  of  California 
Dynaco 

Crow,  Carter  & Associates 
Harley  Davidson 
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NATIONAL  CSS,  INCORPORATED 
542  Westport  Avenue 
Norwalk,  Connecticut  06851 
(203)  853-7200 


Richard  H.  Orenstein,  Chairman 
of  the  Board,  Director 
Robert  E.  Weissman,  President 
Public,  widely  held 


Total  Company  and  Computer  Services  Sales 
as  of  FY  ending  2/75:  $32,609,612 

FY  ending  2/76  preliminary;  $35,603,000  

NUMBER  OF  EMPLOYEES  engaged  in  computer  services:  606 

KEY  PRODUCTS /SERVICES:  Remote  computing  services  account  for  about 

91%  of  NCSS  annual  sales.  The  balance  is  composed  of  batch  processing 
and  professional  services.  Services  are  categorized  and  marketed  as 
follows : 


BASIC  TIMESHARING  SERVICES:  the  sale  of  computer  systems  time 

for  processing  information  requirements.  These  are  the  company's 
most  basic  services,  the  first  services  offered,  and  a major 
contributor  to  profitability. 

APPLICATIONS  SERVICES:  the  development  of  programs  which  solve 

given  classes  of  problems.  These  applications  packages  are  de- 
signed to  provide  answers  to  specific  customer  problems.  Examples 
include:  financial  planning,  financial  analysis,  economic  mode- 

ling and  forecasting,  data  base  management,  sales  management, 
personnel  selection,  inventory  control,  population  forecasting. 
Customers  value  this  service  more  highly  so  NCSS  can  price  accor- 
dingly and  enhance  profits. 

INDUSTRY  SERVICES:  consist  of  services  unique  to  a given  Industry. 

Examples  Include  order  entry,  bill-of-materials  processing, 
suggested  retail  pricing  for  given  industries.  The  RTW  Manage- 
ment Systems  Division  specializes  in  apparel  manufacturing.  Costs 
are  high  for  initial  development,  but  are  more  than  recovered  once 
the  service  is  purchased  by  other  firms  in  the  same  industry. 

NCSS  is  expanding  its  concentration  of  marketing  effort  in 
industry  services. 

PROFESSIONAL  SERVICES:  provide  customized  assistance  to  users  in 

systems  analysis  and  special  program  development.  Examples  include: 
providing  a real  estate  broker  with  a nationwide  on-line  system 
which  furnishes  current  sales  values  of  homes;  development  of  an 
equipment  performance  monitoring  system  for  a large  railroad  company. 
Professional  Services  report  to  the  Vice  President  of  Sales  and 
are  considered  part  of  marketing  support.  Unlike  a traditional 
systems  programming  shop,  the  objective  is  to  Increase  use  of 
NCSS  data  centers  and  network.  Development  of  customized  programs 
for  in-house  use  by  users  is  minimal. 
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• SYSTEMS  MARKETING:  provides  VP/370  customized  operating  system, 

network,  library  products  and  people  for  a fixed  term  contract. 

Any  organization  that  is  contemplating  a major  investment  in 
either  upgrading  existing  data  processing  systems  or  purchasing 
new  equipment  and  facilities  is  a prospective  customer.  The 
concept  is  similar  to  facilities  management.  Three  specific 
elements  of  Systems  Marketing  are: 

Interactive  Computer  Facility  Package:  consists  of  a two- 
year  minimum  contract  for  VP/370  operating  system,  network 
products  and  people.  NCSS  provides  all  but  the  hardware. 

- Dedicated  Interactive  System  Package:  like  the  Interactive 
Computer  Facility,  it  consists  of  a two-year  minimum  con- 
tract. Components  are  the  same  with  the  exception  that 
NCSS  provides  the  hardware. 

Computer  Services  Package:  allows  customers  five  or  more 
simultaneous  users  for  $15,000  per  month,  with  an  effec- 
tive discount  of  25%.  The  customer  must  pay  a minimum  of 
$15,000  whether  or  not  the  corresponding  amount  of  service 
is  used. 

• DATA  CENTER  ACTIVITIES:  through  the  TBS  Computer  Center  Division, 

batch  services  are  provided  on  an  overnight  basis  primarily  to 
small  customers. 

Library  programs  offered  by  NCSS  include: 

• INFORMATION  MANAGEMENT : 

NOMAD;  a data  base  management  system  which  provides  faci- 
lities for  storing  any  combination  of  sequential,  hierar- 
chical or  relational  file  structures.  By  using  relational 
technology,  NOMAD  overcomes  the  inflexibility  of  linking 
data  with  cross  references.  Thus,  it  is  extremely  flexible 
and  versatile  in  producing  reports.  In  addition,  users 
have  no  rounding  errors  to  consider,  and  numbers  up  to  10 
trillion  can  be  stored.  The  system  is  highly  secure  and 
crash  proof.  Priced  at  approximately  $100,000,  NOMAD  is 
comparable  to  ADABAS,  TOTAL,  IMS,  and  others.  It  has 
been  received  very  enthusiastically  by  initial  users  and 
is  a highly  successful  product.  Sales  for  March  this  year 
were  $225,000,  six  months  after  NOMAD  was  announced.  While 
top  management  is  very  enthusiastic  about  its  reception, 

NCSS  still  needs  more  users  to  justify  the  investment  in 
a rapidly  growing  but  highly  competitive  data  base  manage- 
ment market . 

- RAMIS,  Rapid  Access  Management  Information  System:  provides 

highly  adaptable  management  facility  and  report  generation. 
Available  through  NCSS  since  1971.  Mathematica  renewed  the 
marketing  license  for  three  more  years.  Users  at  over  450 
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companies  in  the  U.S.,  Europe  and  Canada  use  RAMIS  for 
more  than  8,000  terminal  hours  per  month.  They  work 
with  such  applications  as  personnel  management,  inventory 
control,  sales  analysis,  environmental  control  and  finan- 
cial analysis. 

MARK  IV:  a widely  used  file  management  and  information 

retrieval  system  which  can  effect  up  to  60%  to  90%  cost 
and  time  reduction.  Informatics  developed  Mark  IV. 


LISAR,  Logical  Information  Storage  and  Retrieval  System: 
announced  in  1975. 

ELECTRICAL  ENGINEERING: 

ISPICE,  the  Interactive  Simulation  Program  with  Integrated 
Circuit  Emphasis:  simulates  circuits  for  engineers.  One 
of  NCSS'  stronger  products. 

MICROPROGRAMMING  SOFTWARE  SUPPORT:  used  in  development  of 

microcomputer  programs.  Compatible  with  several  models 
manufactured  by  Intel,  Fairchild  Semiconductor,  National 
Semiconductor,  Rockwell  and  Texas  Instruments.  Introduced 
by  NCSS  in  1975. 

LOGCAP  II:  simulates  logic  network. 

SCI-CARDS:  generates  finished  manufacturable  circuit  card 

layouts . 

MANAGEMENT  SCIENCE  AND  FINANCIAL  MODELING: 

ONSITE:  for  demographic  studies  using  census  data  and  sta- 
tistical analysis.  One  of  NCSS’  stronger  products. 

TELE/SITE:  for  demographic  analysis;  developed  by  Urban 
Decisions,  Inc. 

CENSAC:  accesses  1970  Census  of  Housing  and  Population  for 
demographic  studies. 

DYNAMO:  compiles  and  executes  simulation  models. 

NGPSS  V,  General  Purpose  Simulation  System  V. 

SIMSCRIPT  2.5:  for  simulation  of  complex  systems. 

ASAP,  A Scientific  Application  Programmer  for  Simulation 
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SPX:  an  interactive  statistical  package. 

SPX/TIME:  applies  Box  Jenkins  technique  to  statistical 
analysis. 

SSP,  Scientific  Subroutine  Package:  for  statistical  ana- 
lysis 

CUSPAK:  for  portfolio  analysis  of  over  4000  banks.  An- 
nounced 1975. 

NCSS/INFOTAB:  for  financial  analysis  and  business  planning. 
LAS,  Lease  Analysis  System. 

PADS,  Program  to  Analyze  Uncertain  Situations. 

TELSTAT:  provides  daily  stock  quotation  information. 

CTAS,  Commodity  Transaction  Accounting  System. 

X-11:  adjusts  economic  time  series  for  forecasting. 

- NBER  Data  Bank:  economic  time  series  maintained  by  National 
Bureau  of  Economic  Research. 

MPSS  III:  for  linear  programming. 

BMD,  Biomedical  Computer  Programs:  for  statistical  analysis. 
• OPTICS: 

ACCOS  V:  for  lens  design  and  image  evaluation. 


Programming  Languages  and  Tools  offered  by  NCSS : 


• ASSEMBLERS  • 

• ADEBUG  • 

• BASIC 

• COBOL:  CDEBUG,  COBRA,  LCP  • 

• FORTRAN:  FDEBUG,  FI SAM,  FORDOC 


PL/1 

FILE  MANAGEMENT:  IMS/DLl, 

ISAM,  CSAM,  Access  Method 
Support 

DATA  GENERATION:  CSSDG, 
PRO/TEST 


System  features  available  include:  CSSBATCH,  EXEC,  EDIT,  LINKAGE,  EDITOR, 

MACRO  LIBRARIES,  SORT,  SCRIPT. 
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Strongest  products  and  services  provided  by  NCSS  are  ISPICE,  NOMAD, 
RAMIS,  CENSAC,  languages  and  professional  services. 


Distribution  of  Revenues  By  NCSS 

FY  1975 
($  Millions) 

Product  Line 

Product  Line 

FY  1975 

Basic  Time  Sharing  Services 

$18.1 

Applications  Services 

8.5 

Industry  Services 

2.1 

Professional  Services 

.8 

Data  Center  Services  (TBS) 

2.6 

Other 

.5 

TOTAL 

$32.6 

APPLICATIONS  OFFERED:  In  addition  to  engineering,  scientific, 

mathematical,  simulation  and  business  planning  applications, 
made  available  through  library  programs,  NCSS  offers  the  following 
applications  through  its  professional  services  group.  NCSS  promotes 
its  particular  expertise  in  these  applications  areas: 


• Accounting  Systems: 

order  entry 
real  estate 
venture  capital 
sales  analysis 


general  ledger 
accounts  receivable 
accounts  payable 
inventory  control 


Management  Science  and  Financial  Modeling: 


- operations  research 

- forecasting 

- financial  modeling 


statistical  analysis 
linear  programming 
risk  analysis 


While  these  applications  tend  to  be  cross-industry  oriented,  NCSS  is 
beginning  to  apply  them  to  specific  industry  markets,  particularly 
apparel  manufacturing  through  the  RTW  Division.  Unique  order  entry, 
inventory  control  and  accounts  receivable  are  being  developed  for 
specific  industries. 
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Distribution  of  NCSS 
Application  Area  for 

Annual  Sales  by  Computer  Services 
FY  1975  and  Projected  for  1976  E ** 
($  Millions) 

Application  Area 

1975 

1976  E 

Business  Applications 

8.2 

9.2 

Scientific  Applications 

4.9 

5.1 

Data  Base  Applications 

9.8 

11.0 

Languages 

9.7 

10.3 

TOTAL 

32.6 

35.6 

INDUSTRY  MARKETS;  Utilities  is  the  single  largest  industry  served  by  NCSS, 
with  manufacturing,  banking,  insurance,  and  accounting  also  comprising 
significant  portions  of  the  revenue.  Detailed  revenue  distribution  by 
Industry  is  shown  in  the  following  table. 


Distribution  of  NCSS  Annual  Sales 
FY  1975  E and  Projected 
($  Millions) 

by  Industry  Sector 
for  FY  1976  E 

for 

Industry  Sector 

1975  E 

1976  E 

Manufacturing 

3.8 

4.1 

Transportation 

.5 

.5 

Utilities  (telephone  & electric) 

9.8 

11.7  * 

Distribution  (wholesale  & retail) 

1.5 

1.6 

Banking 

3.6 

3.7 

Insurance 

3.4 

3.5 

Medical /Hospital 

.2 

.2 

Education 

. 1 

. 1 

Government 

.6 

.5 

Other 

9.1 

9.7 

TOTAL 

32.6 

35.6 

* Over  $8  million  will  be  from  the  telephone  industry,  including  Pacific 
Telephone,  New  York  Telephone,  Western  Electric,  and  Bell  Labs. 

**  E signifies  that  figures  are  estimated  by  INPUT. 
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The  strategy  is  to  penetrate  specific  industries  and  to  tailor  cross- 
industry applications  for  them,  using  fundamental  applications. 

Industries  targeted  have  the  following  characteristics: 

a large  and  varied  product  line, 
a large  volume  of  order  processing. 

- the  physical  production  of  the  product  line. 

- the  requirement  to  allocate  and  distribute  inventory 

against  known  and  anticipated  customer  demands. 

The  essential  element  in  each  is  the  large  flow  of  raw  materials  and 
finished  products  which  require  efficient  and  timely  inventory  control. 
Management  has  determined  that  there  are  some  25  to  30  industries  each 
representing  a potential  market  of  $100  million. 

GEOGRAPHIC  MARKETS:  NCSS  serves  the  United  States  from  branch  offices 

located  throughout  the  United  States.  Regions  most  heavily  penetrated  are 
the  Northeast  and  New  England,  North  Central  and  Pacific  States  regions, 
as  shown  in  the  following  table: 


Distribution  of  NCSS  Annual  Sales  by  Geographic 
for  FY  1975  E and  Projected  for  FY  1976 
($  Millions) 

Region 

E 

Region 

1975  E 

1976  E 

New  England 

3.9 

4.6 

Northeast 

7.2 

8.1 

North  Gentral 

6.5 

7.4 

Southeast 

3.3 

1.7 

South  Central 

1.6 

1.6 

Midwest 

1.3 

1.5 

West 

2.6 

2.8 

Pacific  States 

5.9 

7.1 

International 

.3 

.8 

TOTAL 

32.6 

35.6 

April/ 1976 
P-2.7 


INPUT 


DETAILED  COMPANY  PROFILE/NATIONAL  CSS,  INC. 


In  addition  to  the  corporate  office  in  Norwalk,  Connecticut,  sales  offices 
are  located  in  the  following  cities:* 


Atlanta 

Atlanta  Center 
Suite  1002 

250  Piedmont  Avenue  N.E. 

Atlanta,  Georgia  30312 
(404)  659-1600 

Cambridge 

1033  Massachusetts  Avenue 
Cambridge,  Massachusetts  02138 
(617)  868-2950 

Chicago 

625  N.  Michigan  Avenue 
Chicago,  Illinois  60611 

(312)  751-2200 

Cleveland 

1100  Superior  Avenue 
Cleveland,  Ohio  44114 
(216)  771-5550 

Detroit 

23777  Greenfield  Road 
Southfield,  Michigan  40875 

(313)  559-7766 

Elizabeth 

27  Prince  Street 
Elizabeth,  New  Jersey  07208 
(201)  965-2250 

Hartford 

630  Oakland  Avenue 

West  Hartford,  Connecticut  06110 

(203)  247-9607 

Houston 

4600  Post  Oak  Place  Drive 
Houston,  Texas  77027 
(713)  621-9231 


Los  Angeles 

1888  Century  Park  East 

Los  Angeles,  California  90067 

(213)  277-7511 

RTW  Division 

2718  Carrier  Avenue 

Los  Angeles,  California  90040 

(213)  685-5505 

Newport  Beach 

3919  Westerly  Place 
Suite  109 

Newport  Beach,  California  92660 
(714)  833-8370 

New  York 

485  Madison  Avenue 
New  York,  New  York  10022 
(212)  688-7930 

RTW  Division 

1212  Avenue  of  the  Americas 
New  York,  New  York  10036 
(212)  246-5200 

TBS  Division 

1212  Avenue  of  the  Americas 
New  York,  New  York  10036 
(212)  581-2345 

Philadelphia 

Three  Penn  Center 
Philadelphia,  Pennsylvania  19102 
(215)  665-1566 

Phoenix 

2613  North  Third  Street 
Phoenix,  Arizona  85004 
(602)  948-5921 


* New  offices  were  recently  announced  in  Dallas  and  Minneapolis. 
One  or  two  additional  offices  are  also  expected  to  be  announced 
this  year. 
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Portland 

510  S.E.  Morrison 
Portland,  Oregon  97214 
(503)  233-2541 

San  Diego 

6363  Alvarado  Court 

San  Diego,  California  92120 

(714)  286-9635 

San  Francisco 

One  California  Street 

San  Francisco,  California  94111 

(415)  989-3930 

Stamford 

2777  Summer  Street 
Stamford,  Connecticut  06905 
(203)  327-9100 

Sunnyvale 

430  S.  Pastoria  Avenue 
Sunnyvale,  California  94086 
(408)  739-6271 


Washington,  D.C. 

1701  North  Fort  Myer  Drive 
Arlington,  Virginia  22209 
(703)  524-8460 

EUROPE ; 

Bonn 

CSS  Deutschland  GmbH 
53  Bonn  Bad  Godesberg 
Margaretenstrasse  1 
West  Germany 

London 

CSS  International  (U.K.)  Ltd. 

232- 242  Vauxhall  Bridge  Road 
London,  SWl,  VIAU,  England 
01-834-2223 

Paris 

30  Rue  Notre  Dame  des  Victoires 
72005  Paris 

233- 50-86  and  260-91-13 


Five  NCSS  data  centers  are  located  as  follows: 

- 2 in  Norwalk,  Connecticut 
2 in  Sunnyvale,  California 

1 in  Los  Angeles,  California 

- 1 in  New  York  City 

NCSS  has  begun  aggressive  expansion  into  the  European  market.  Arranged 
by  Chairman  Orenstein,  The  Bonn  and  Paris  offices  were  opened  last  year 
and  the  London  office  was  opened  in  1972.  The  German  operation  is  owned 
by  two  wholly  owned  subsidiaries  of  NCSS.  The  French  operation  is  a 
partnership  with  Beyrard  Rivaud  Group,  a French  consulting  firm. 

Beyrard  owns  60%  and  NCSS  40%  with  an  option  to  increase  its  equity  to 
60%  at  a later  time.  Sales  from  European  operations  are  as  yet 
negligible  and  moving  more  slowly  than  originally  anticipated.  About 
half  the  sales  made  are  to  American  multinational  corporations.  The 
balance  is  split  evenly  between  European  companies  and  governments. 

COMPUTER  HARDWARE  AND  SOFTWARE:  NCSS  uses  the  following  IBM  hardware 

with  its  customized  operating  system,  VP/CSS  (Virtual  Control  Program/ 
Conversational  Software  System) : 


April/1976 

P-2.9 


INPUT 


DETAILED  COMPANY  PROFILE/NATIONAL  CSS,  INC. 


1 

IBM 

370/168 

VP/CSS 

Stamford 

2 

IBM 

370/158 

VP/CSS 

1 in  Stamford,  1 in  Sunnyvale 

3 

IBM 

370/67 

VP/CSS 

Sunnyvale 

1 

IBM 

360/50 

New  York/TBS 

1 

IBM 

360/40 

New  York/TBS 

2 

IBM 

360/30 

New  York/TBS 

Hours  of 

operation 

are:  0730  to  2400  Monday  through  Friday, 

0730  to  1800  on  Saturday  and  holidays,  excluding  Christmas, 
Thanksgiving  and  New  Year's  Day. 

• The  168  has  four  million  bytes  of  main  memory,  nine  channel 
positions  and  400  telephone  access  ports,  making  it  one  of 
the  largest  168  installations  in  the  country. 

• The  customized  software  consists  of  several  interrelated 
programs.  It  has  been  popular  with  programmers  in  user 
organizations  for  program  development  because  of  fast 
response  time  and  operator  efficiency  as  compared  with 
in-house  systems. 

• When  IBM  announced  in  1972  that  it  was  making  relocatable 
memory  available  through  the  370  line,  this  immediately 
made  the  model  168s  and  158s  attractive  to  NCSS  because 

it  could  continue  using  VP/CSS.  While  NCSS  continues  to  use 
IBM  equipment  it  has  broken  away  from  renting  directly  from 
IBM  to  purchases  and  to  leasing  from  third  parties. 

• An  Amdahl  470  has  been  ordered  and  shipped  and  is  being  evaluated 
NCSS  had  previously  ordered  a Honeywell  Multics,  but  subsequently 
canceled  the  order.  It  appears  now  as  though  NCSS  may  be  the 
first  remote  computing  company  to  offer  services  on  Amdahl 
equipment,  besides  Computer  Usage  Company. 

• The  Network; 

Approximately  16  DEC  PDP  11/40  minicomputers  are  Installed  in 
sales  offices  as  part  of  the  packet-switched  network,  which  is 
replacing  time-divison-multlplex  network.  Similar  to  ARPA 
network  technology,  the  new  network  is  capable  of  combining 
interactive  and  spooling  traffic  on  the  same  line.  Additional 
reasons  for  building  an  intelligent  data  network  are: 

- need  for  multilocation  customers  to  share  files 

- rapid  increase  in  processing  needs 

change  in  demand  for  terminal  speeds  (more  30  cps, 
less  10  cps) 

- complexity  of  the  network  increasing 
overcome  limitations  of  hardware  multiplexers 
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- lack  of  retransmission  capability  and  inefficiency  of 
dedicating  bandwidth  to  ports  whether  they  were  in  use 
or  not  on  TDM  network 

- unknown  whether  IBM  would  offer  relocating  370  machines 
in  1972  when  decision  was  made. 


Benefits  to  NCSS  include 

the  ability  to  offer  error-free,  low  and  high  speed 
communications  between  remote  customer  locations 
broader  geographic  coverage  for  high  speed  terminals 
freeing-up  of  interactive  computers  for  problem 
solving 

ability  to  offer  access  to  data  stored  anjrwhere  on 
the  network,  which  is  particularly  attractive  to 
International  and  multilocation  users. 

Terminals  supported  include  IBM  2741,  1050,  1130  and  2780,  Hazeltine 
2000,  Memorex  1240  and  teletype  operating  at  10,  15,  30,  60  and  120 
characters  per  second. 


NAMES  AND  LOCATIONS  OF  SUBSIDIARIES: 


NCSS  HOLDING  COMPANY  consists  of  the  TBS  and  RTW  divisions: 

NCSS  HOLDING  COMPANY  Robert  E.  Weissman 

1212  Avenue  of  the  Americas  President 

New  York,  New  York  10036  Wholly  owned  subsidiary  of  NCSS 

Total  company  and  computer 
services  sales  as  of  FY  ending 
2/1975:  $7,000,000E 

A New  York  Corporation,  NCSS  holding  company  was  created  in  FY1974 
when  NCSS  acquired  TBS  computer  centers  for  $5,017,000  and  its 
subsidiary  RTW  Computer  Newtwork.  RTW  was  72%%  owned  by  TBS,  and 
NCSS  bought  out  the  minority  interest  at  the  time  for  $100,000. 

The  purpose  of  the  acquisition  was  to  expand  the  NCSS  business  base 
and  to  enhance  the  firm's  overall  growth  rate.  The  latter  has  not 
been  realized  as  a result  of  these  acquisitions* 

• TBS  provides  overnight  batch  services  primarily  to 
small  companies  in  New  York  City.  It  uses  IBM  360 
equipment  for  both  its  batch  and  remote  batch  processing. 
Sales  at  the  time  of  the  acquisition  were  $3.6  million. 
Growth  has  been  minimal  although  the  division  does  show 
a profit.  Dick  Schlief stein  is  President. 
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• RTW  Management  Systems  provides  industry-oriented 

applications  to  apparel  manufacturers.  Sales  at  the 
time  of  the  acquisition  were  $2.5  million.  Jack 
Rothchild  is  President. 

CSS  International,  Ltd.  operates  in  the  United  Kingdom  but  is  a 
100%  owned  Delaware  corporation.  Sales  are  negligible. 

NCSS  Germany,  Inc.  is  a 100%  owned  Delaware  corporation  with  in- 
significant sales. 

NCSS  Deutschland  GmbH  is  a 100%  owned  German  company  with 
insignificant  sales.  It  is  owned  90%  by  NCSS  Deutchland  GmbH 
and  10%  by  CSS  International,  Inc. 

Conversational  Software  Systems,  Ltd.  is  a 100%  owned  Ontario, 
Canada  company.  Annual  sales  are  negligible. 

National  CSS  Equipment  Marketing,  Inc.  is  a 100%  owned  Delaware 
corporation  with  insignificant  sales.  It  was  created  with  plans 
to  market  communications  hardware. 

Optimal  Logic,  Inc.  is  a 100%  owned  New  York  corporation  with 
negligible  sales.  When  acquired  the  sales  price  was  announced 
as  "insignificant." 

NCSS  Holding  Company,  National  CSS  Equipment  Marketing,  Optimal 
Logic,  Inc.,  Conversational  Software  Systems,  Ltd.,  and  NCSS 
Germany,  Inc.,  exist  primarily  for  tax  purposes.  Consolidated 
financial  statements  shown  in  the  Financial  Analysis  section 
include  TBS,  RTW  and  Optimal  Logic,  Inc. 


KEY  EXECUTIVES  AND  BIOGRAPHICAL  SKETCHES: 


Officers  of  NCSS  include: 

Richard  H.  Orenstein,  Chairman  of  the  Board;  Director 

Formerly  President  of  NCSS,  Orenstein  joined  the  company  in  1967 
as  a Vice-President.  He  was  previously  on  the  technical  staff  of 
Adams  Associates,  a member  of  research  staff  of  M.I.T.  and  a part- 
time  programmer  for  the  University  of  Michigan.  Born  in  1941, 
Orenstein  completed  his  B.S.  at  the  University  of  Michigan  in  1962. 

Robert  E.  Weissman,  President,  Chief  Executive  Officer;  Director 
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Weissman  joined  NCSS  in  1973.  Prior  to  becoming  President  in 
January  1975,  he  was  Vice  President  of  Finance.  Previously  he 
was  Executive  Vice  President  and  Treasurer  of  Rediffusion,  Inc., 
President  of  Spencer-Kennedy  Laboratories,  and  President  of 
Dickerman  Manufacturing  Division  of  Standard  International  Corpo- 
ration. Weissman  is  a graduate  of  Babson  Institute. 

Richard  U.  Bayles,  Vice  President,  Planning  and  Corporate  Services 

Bayles  joined  NCSS  in  1968  and  became  Vice  President  in  1969. 

He  was  previously  Group  Manager  at  IBM  and  a member  of  the  research 
staff  at  M.I.T.  He  was  born  in  1942. 

David  S.  Fehr,  Vice  President;  Marketing,  Director 

After  joining  NCSS  in  1969,  Fehr  became  Vice  President  in  1973. 

He  was  previously  Eastern  District  Sales  Manager  for  Rohn  Manu- 
facturing Company.  Born  in  1935,  he  received  his  MBA  from  Boston 
University  in  1962  and  his  BSIE  from  Penn  State  in  1957 . 

Michael  S.  Field,  Vice  President,  Data  Systems 

Field  joined  NCSS  in  1969  as  the  Systems  Development  and  Manager 
of  Timesharing  Control  Systems  Development.  He  previously  held 
various  positions  with  IBM  United  Kingdom,  Ltd. , the  last  being 
a multi-access  systems  specialist.  He  is  a graduate  of  Loughborough 
College  of  Advanced  Technology,  England. 

John  P.  Pryor,  Vice  President,  Sales 

Prior  to  joining  NCSS  in  1969  Pryor  was  associated  with  Service 
Bureau  Corporation,  Charles  Bruning  Company  and  Trimco  Manufacturing 
Company.  Born  in  1943,  he  holds  an  MBA  from  Farleigh  Dickenson 
University,  completed  in  1972,  and  is  a graduate  of  Wagner  College. 

Alan  C.  Rievman,  Vice  President,  Finance;  Director 

Before  joining  NCSS  in  1969,  as  Treasurer  Rievman  was  a CPA  and 
partner  in  Robinson  Preese  & Company.  Born  in  1937,  he  graduated 
from  the  University  of  Connecticut  in  1957. 

Leslie  Srager,  Secretary,  General  Counsel 

Srager  joined  NCSS  in  1975  as  Secretary  and  General  Counsel.  He 
was  previously  President  of  Aries  Corporation,  and  consultant  to 
strategic  arms  limitations  talks.  He  was  also  a lawyer  and  partner 
with  Feldman  and  Cole.  He  holds  an  LLB  from  Boston  University  Law 
School. 
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Harold  S.  Feinlieb,  Vice  President  and  Director  of  Systems  Products 

Since  joining  NCSS  in  1968,  Feinlieb  has  been  highly  involved  in 
creating  software  technology,  such  as  VP/CSS  and  NOMAD. 


Additional  key  personnel  include: 

Henry  C.  Beinstein,  Corporate  Controller:  a CPA  and  most  recently 

associated  with  Plymouth  Computer  Systems  as  Vice  President. 

Vincent  Hamill,  Director  of  Marketing: formerly  Vice  President 
of  Sales  for  Western  Union  Data  Services. 


Members  of  the  Board  not  employed  by  NCSS  include: 

H.  Frederick  Johnston:  Chairman,  Technicorp  International,  Inc. 

John  G.  Arbour:  President,  General  Optimation,  Inc. 

George  I.  Reynolds:  President,  Valley  Cable  Vision,  Inc. 

Thomas  E.  Singer:  Executive  Vice  President,  The  Gillette  Company 

David  A.  Winer:  President,  Infrared  Industries,  Inc. 

Dr.  Bernard  A.  Galler:  Professor  and  Chairman  of  Computer  and  Communication 

Sciences  Department,  University  of  Michigan. 

George  C.  Evanoff:  Vice  President  of  Corporate  Development,  RCA  Corporation. 

NCSS  FINANCIAL  RATIOS  AND  HIGHLIGHTS: 


Financial 

Ratios 

FY  1975 

Return  on  Investment 

r Net  Income 
L Total  Assets 

] 

12.7% 

Return  on  Total 

Equity 

r Net  Income 

1 

22.8% 

L Shareholder ' s 

EqultyJ 

Gross  Margin 

rincome  Before 

Taxes  "1 

10.8% 

L Revenue 

J 
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Financial  Ratios  (Continued) 

FY  1975 

Debt/Equity  Ratio 

4:5 

Stock  Price  Range  for  1975^ 

5-36% 

Shares  Outstanding 

1,088,240 

Price/Earnings  Ratio,  based  on  5: 

(Stock  Price/Earnings  Per  Share) 

3.0 

Price/Earnings  Ratio  Based  on  High  Bid  of  36%: 

21.9 

Financial  Data 

FY  1975 

Net  Worth  (Shareholder's  equity) 

$8,010,405 

Working  Capital 

$3,327,742 

Income  before  taxes  and  extraordinary  credit 

$3,523,662 

Net  Income 

$1,828,662 

Current  Assets 

$8,090,790 

Current  Liabilities 

$5,326,784 

^ NCSS  began  trading  on  the  American  Stock  Exchange  September  10, 
1975.  On  April  23,  1976,  the  stock  closed  at  20  5/8. 
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Significant  points  to  bear  in  mind  in  reviewing  the  following 
financial  figures  include; 

• The  acquisition  of  TBS  and  RTW  in  FY  1974  for 
$5,017,000  decreased  working  capital  by  $2.5 
million.  Debt  incurred  was  also  $2.5  million.  At 
the  same  time  NCSS  acquired  the  minority  interest  in 
RTW  (which  was  72%%  owned  by  TBS)  with  a $100,000 
note.  This  acquisition  led  to  a large  increase  in 

the  asset  base  and  the  addition  of  "purchased  software" 
to  the  balance  sheet.  This  software  is  being  amortized 
over  five  years  at  $.45  million  per  year  through  1979. 
Despite  the  reduction  in  working  capital  and  increase  in 
liabilities  resulting  from  the  acquisition,  NCSS  continues 
to  maintain  a strong  cash  liquidity  position. 

• The  tax  loss  carry  forward  was  depleted  in  1974, 
resulting  in  higher  tax  rates. 

• Profits  have  been  realized  despite  large  depreciation 
charges. 

• Operating  efficiency  of  the  IBM  370/158  has  improved 
expense/computer  equipment  position. 

• About  45%  of  computer  equipment  is  now  rented  from 
IBM.  In  1970  it  was  100%. 
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NCSS  INCOME  STATEMENT 


FY 

1969  to  1976 

FY  1976 
Preliminary 

FY  1975 

FY  19742 

FY  1973 

FY  1972 

FY  1971 

FY  1970 

FY  1969^ 

Revenues : 

Computer  and  related  services  

32,344,309 

23,503,331 

16,582,676 

11,050,119 

Interest  

265,303 

197,170 

76,381 

59,202 

Total  Revenues  

35,603,000 

32,609,612 

23,700,501 

16,659,057 

11,109,321 

7,789,603 

2,587,089 

135,178 

Expenses : 

Salaries  and  payroll  taxes  

11,096,742 

6,650,854 

4,717,085 

3,251,796 

Computer  equipment  & data  communications. 

7,595,934 

7,831,612 

5,699,769 

4,736,840 

Other  operating  expenses  (includes  office 

space  rent,  amortization  of  software 

purchased,  royalties  on  computer 

programs  

10,393,274 

6,403,885 

4,591,177 

2,526,417 

Total  Expenses  

31,218,000 

29,085,950 

20,886,351 

15,008,031 

10,515,053 

Income  before  income  taxes  and 

extraordinary  credit  

4,385,000 

3,523,662 

2,814,150 

1,651,026 

594,268 

(2,250,000) 

(1,178,000) 

(104,000) 

Provision  for  income  taxes  

2,224,000 

1,695,000 

1,232,100 

872,000 

298,400 

Income  before  extraordinary  credit  

2,161,000 

1,828,662 

1,582,050 

779,026 

295,868 

Extraordinary  credit  - reduction  of  federal 

Income  taxes  due  to  utilization  of  net 

operating  loss  carryforwards  

519,900 

707,000 

261,000 

Net  Income  

2,161,000 

1,828,662 

2,101,950 

1,486,026 

556,868 

Retained  earnings/ (deficit)  at  beginning  of 

year-as  previously  reported  

1,344,658 

(434,075) (1,920,101) 

(2,476,969) 

Restatement  

(312,746) 

(635,963) 

Restatement  effective 

in  FY  1974 

Retained  earnings/ (deficit)  at  beginning  of 

year-as  restated  

1,031,912 

(1,070,038) 

Retained  earnings  at  end  of  year  

$2,860,574 

$1,031,912 

($434,075)($1,920,101) 

Per  Share  of  Common  Stock 

Income  before  extraordinary  credit  

$ 1.67 

$ 1.44 

$ .72 

$ .28 

($1.67) 

($  .85) 

($  .23) 

Extraordinary  credit  

.47 

.65 

.24 

Net  income  

$ 1.95 

$ 1.67 

$ 1.91 

$ 1.37 

$ .52 

1.  Began  operations  in  December  1968 

2.  In  compliance  with  statement  from  the  Financial  Accounting  Board  requirement  that  research  and  development  costs  be  charged  to  expense 
when  incurred,  197A  has  been  restated  here  since  initial  1974  figures  were  released. 

3.  For  computing  earnings  per  share  the  number  of  shares  of  stock  used  has  been:  1976  - 1,109,000  1973  - 1,086,472 

1975  - 1,092,617  1972  - 1,062,747 

1974  - 1,095,444 
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NCSS  BALANCE  SHEET 
FY  1969  to  1976 


ASSETS 


Current  Assets: 

Cash  and  certificates  of  deposit  

Temporary  investments-at  cost  (approxi- 
mates market),  plus  accrued  interest  .. 
Receivables  less  allowances  and 

doubtful  accounts  

Prepaid  expenses  

Total  Current  Assets  

Fixed  Assets,  at  cost: 

Equipment,  furniture  and  fixtures  

Leasehold  improvements  

Sub-Total  

Less:  Accumulated  depreciation  and 

amortization  

Total  Fixed  Assets  

Other  Assets  and  Deferred  Charges: 

Purchased  software  (since.  19_7A)  andideferred 
software  and  systems  costs  (prior  to  1974)  . . 

Deposits  and  sundry  

Total  

Excess  of  Cost  of  Investment  in  Subsidiaries 
over  Net  Assets  Acquired,  less  amortization 

of  $19,120  (1975)  

Total  


FY  1976 
Preliminary 


FY  1975 

FY  1974 

FY  1973 

FY  1972 

FY  1971 

851,168 

1,579,322 

1,862,491 

188,595 

2,767,352 

1,442,231 

507,168 

1,147,199 

4,290,622 

181,648 

8,090,790 

4,296,575 

147,003 

7,465,131 

2,601,010 

24,258 

4,994,927 

1,709,096 

26,303 

3,071,193 

2,454,000 

4,365,889 

1,322,555 

5,688,444 

3,700,235 

994,266 

4,694,501 

1,875,970 

502,504 

2,378,474 

586,300 

420,232 

1,006,532 

2,055,665 

3,632,779 

1,080,762 

3,613,739 

490,408 

1,888,066 

283,694 

722,838 

1,837,452 

123,796 

1,961,248 

2,225,000 

224,761 

2,449,761 

635,963 

194,488 

830,451 

831,223 

32,118 

863,341 

745,674  738,511  

$15,919,000  $14,430,491  $14,267,142  $7,713,444  $4,657,372 


$4,234,000 


FY  1970 


4,107,000 


$5,038,000 


FY  1969 


431,000 


$720,000 


4^ 


U 
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NCSS  BALANCE  SHEET 
FY  1969  to 


(Continued) 

1976 


FY  1976 
Preliminary 

FY  1975 

FY  1974 

FY  1973 

FY  1972 

FY  1971 

FY  1970 

FY  1969 

LIABILITIES  AND  SHAREHOLDERS'  EQUITY 

Current  Liabilities: 

Accounts  payable  

1,501,316 

2,155,853 

1,321,991 

1,167,300 

Current  portion  of  long-term  debt  

986,947 

980,283 

— 

— 

Capitalized  lease  obligation  

305,424 

305,424 

241,631 

— 

Federal  income  taxes  

652,635 

599,219 

— 

— 

Sundry  liabilities  and  accrued  expenses  • 

. 

1,880,462 

1,682,908 

854,704 

383,939 

Total  Current  Liabilities  

5,326,704 

5,723,687 

2,418,326 

1,551,239 

1,700,000 

768,000 

123,000 

Long-term  Debt  

877,944 

1,922,391 

— 

— 

Capitalized  Lease  Obligation  

169,358 

474,782 

607,624 

— 

Deferre'^  ^e'^eral  Tncoine  Taxes  

46,000 

— 

— 

Total  Liabilities  

6,420,086 

8,120,860 

3,025,950 

1,551,239 

Shareholders'  Equity: 

Common  Stock,  par  value  $.02  a 

share  - authorized  4,000,000 

shares;  issued  and  outstanding 

1,088,240  and  1,084,324,  1,056,763, 

1,043,500  shares  for  each  respec- 

tive  year  

21,765 

21,686 

21,135 

20,870 

Paid-in  Capital  

5,128,066 

5,092,684 

5,100,434 

5,005,364 

Retained  Earnings/Deficit  

2,860,574 

1,031,912 

(434,075) 

(1,920,101) 

Total  Shareholders'  Equity  

8,010,405 

6,146,282 

4,687,494 

3,106,372 

2,533,000 

4,270,000 

597,000 

Total  

. . $15,919,000 

$14,430,491$14,267,142 

$7,713,444 

$4,657,372 

$4,234,000 

$5,038,000 

$720,000 
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NCSS  CHANGES  IN  FINANCIAL  POSITION 
FY  1972  to  1976 


FY  1976 
Preliminary 

FY  1975 

FY  1974 

FY  1973 

FY  1972 

Financial  Resources  Provided  From: 

Income  before  extraordinary  credit  .... 

1,828,662 

1,582,050 

779,026 

295,868 

Expenses  not  requiring  outlay  of 
working  capital  in  current  year: 
Depreciation  and  amortization  of 

fixed  assets  

985,506 

591,601 

330,426 

145,134 

Provision  for  deferred  federal 

income  taxes  

46,000 

— 

— 

— 

Other  amortization,  principally 
purchased  software  and  systems 
development  costs*  

467,574 

1,433 

661,458 

675,922 

Working  capital  provided  from  opera- 
tions, exclusive  of  extraordinary 
credit  

..  3,876,000 

3,327,742 

2,175,084 

1,770,910 

1,116,924 

Extraordinary  credit  

— 

519,900 

707,000 

261,000 

Long-term  borrowings  

— 

2,845,174 

— 

— 

Capitalized  lease  obligation  

— 

226,800 

607,624 

— 

Sales  of  Common  Stock  upon  exercise 
of  stock  options  and  warrants  

35,461 

142,801 

95,335 

16,333 

43,466 

25,794 

— 

— 

Total 

3,876,000 

3,406,669 

5,935,553 

3,180,869 

1,394,257 

* Deferred  charges  prior  to  FY  1974 


Aprll/1976 


Financial  Resources  Used  For: 

Current  portion  of  long-term  debt  

Capitalized  lease  obligation  

Software  and  systems  development  costs  . . 

Purchased  software  

Excess  of  cost  of  investment  in  sub- 
sidiaries over  net  assets  acquired  . . . . 

Fixed  assets  

Repurchase  of  warrants  

Other  

Total  

Increase/ (Decrease)  in  Working  Capital  

Increase/ (Decrease)  in  Working  Capital 
by  Element : 

Cash  and  certificates  of  deposit  

Temporary  investments  

Receivables  

Prepaid  expenses  

Accounts  payable  

Current  portion  of  long-term  debt  

Capitalized  lease  obligation  

Federal  income  taxes  

Sundry  liabilities  and  accrued 

expenses  

Total  


r 


r 


NCSS  CHANGES  IN  FINANCIAL  POSITION  (Continued) 
FY  1972  to  1976 


FY  1975  FY  1974  FY  1973  FY  1972 


986,947 

305,424 

100,906 


990,830 


2,384,107 

1,022,562 


(728,154) 

1,325,121 

(5,953) 

34,645 

654,537 

(6,664) 

(53,416) 

(197,554) 

$1,022,562 


980,283 

359,642 

2,225,000 

738,511 

2,317,274 

150,000 


6,770,710 

(835,157) 


(283,169) 

935,063 

1,695,565 

122,745 

(833,862) 

(980,283) 

(63,793) 

(599,219) 

(828,204) 


463,306 


1,495,654 

165,262 

2,124,222 

1,056,647 


1,673,896 

(640,031) 

891,914 

(2,045) 

(154,691) 

(241,631) 


(470,765) 


484,121 


141,666 

1,337 

627,124 

767,133 


17,330 

530,908 

75,038 

(5,729) 

294,694 


(145,108) 
$ 767,133 


$(835,157)$!. 056, 647 
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EXPENSE  AND  PERSONNEL  DISTRIBUTION  BY  FUNCTION; 


NCSS 

Operating  Expense  Distribution  By 
Function  for  FY  1975  E 
($  Millions) 

Function 

FY  1975 

Marketing 

2.9 

Marketing  Support 

4.4 

Administration 

4.5 

Research  and  Development 

2.0 

Operations 

15.3 

TOTAL 

$29.1 

NCSS 

Personnel  Allocation  By  Number  Of 
Employees  For  FY  1975  E 

Function 

FY  1975 

Marketing 

61 

Marketing  Support 

85* 

Administration 

62 

Research  and  Development 

30 

Operations 

368** 

TOTAL 

606 

* Approximately  25  people  are  in  professional  services. 

**  Approximately  160  people  are  in  TBS/RTW, 
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MARKET  POSITION,  COMPETITIVE,  AND  MANAGEMENT  POSTURE: 

NCSS  is  gradually  moving  away  from  being  strictly  a remote  computing  com- 
pany. Greater  emphasis  is  being  placed  on  continual  service  and  systems 
marketing.  Eventually,  NCSS  will  offer  turnkey  systems,  accompanied  by 
a continued  service  agreement.  Many  of  the  following  strategies  reflect 
movement  in  this  direction: 

• Stress  customer  service  and  problem  solving.  This  broad 
objective  is  presented  to  the  marketplace  with  emphasis  on  knowledge 
of  specific  Industries,  technical  support  and  awareness,  documen- 
tation, sales  coverage*  geographic  expansion  and  continual  service. 

• Penetrate  specific  industry  activities  by  developing  industry  - 
specialized  products.  These  activities  are  being  concentrated 
in  manufacturing  and  distribution  industries.  In  San  Francisco, 
for  example,  NCSS  is  developing  an  order  entry,  sales  analysis 
and  inventory  system  with  a paper  products  distribution  firm  on 
a joint  venture  basis. 

• Expand  geographically.  Companies  that  need  to  integrate 
geographically  separated  operations  through  information 
services  networks  represent  a particularly  attractive  market 
to  NCSS.  In  the  past,  this  has  motivated  the  opening  of  new 
U.S.  sales  offices.  Those  determined  to  be  nonprof itable  have 
subsequently  been  closed  and  more  recent  geographic  expansion 
has  been  concentrated  in  Europe.  Chairman  Orenstein  has  been 
concentrating  his  efforts  on  European  and  International  expansion. 

• Develop  functionally  specialized  products.  NOMAD,  for  example, 
is  a data  management  product. 

■ Expand  professional  services  currently  composed  of  a technical 
staff  of  25  people,  to  increase  sales  of  remote  computing. 

• Provide  strong  technical  support.  The  firm  has  and  will  continue 
to  stress  expertise  in  computer  software  and  communications 
technology. 

• Concentrate  on  jobs  which  require  large  core  and  are  IBM 
compatible. 

• Use  mass  marketing  techniques,  such  as  promotions  and  seminars 
to  present  the  various  services  to  prospective  users. 

Additional  strategies  include: 

• Develop  and  market  packet  switched  network  services,  which  integrate 
communications  and  data  services. 

• Develop  market  for  management  services. 

• Reduce  dependence  on  large  accounts. 
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• Reduce  dependence  on  IBM  equipment.  Alternatives  such  as  Amdahl  are 
being  sought  as  the  computer  resource  becomes  increasingly  transparent 
to  the  user. 

• Eliminate  nonprof Itable  products. 


Research  and  Development; 

Product  research  and  development  activities  have  been 
concentrated  in  industry  and  applications  products  and 
data  management.  The  development  of  NOMAD  required  a 
large  portion  of  this  budget  during  1974  and  1975. 
Applications  products  being  developed  incorporate 
minicomputers  and  intelligent  terminals.  Equipment  to 
be  marketed  will  be  OEM,  intelligent  and  compatible  with 
existing  software  products.  Equipment  that  has  been 
tested  includes  terminals  manufactured  by  Data  100  and 
Memorex.  A special  group  is  looking  at  operating  systems 
development  for  IBM  370  and  other  future  equipment. 

Of  the  10%  of  annual  revenues  budgeted  for  product  marketing, 
distribution  is  as  follows: 

• 35%  for  product  enhancement 

• 45%  for  new  products 

• 20%  for  industry  development  and  marketing 


Customer  Concentration  by  Account  Size: 

NCSS  provides  some  600  applications  to  over  2000  individual 
accounts.  Thus,  annual  billing  per  account  averages  in 
excess  of  $16,000.  The  largest  customers  are  composed  of 
multiple  accounts.  In  FY  1975  the  two  largest  customers 
each  accounted  for  over  5%  of  revenues,  or  about  $2  million. 
In  addition,  the  30  largest  customers  accounted  for  37%  of 
revenues.  In  the  preceedlng  year  four  customers  had 
accounted  for  25%  of  revenues.  Since  FY  1975,  NCSS  has  won 
its  single  largest  contract  ever  with  New  York  Telephone 
for  a minimum  of  $4.8  million  over  four  years.  (Price 
concessions  made  to  win  this  contract  include  a discount 
of  65%  on  usage  in  excess  of  $150,000  per  month.)  A 
$4.2  million  contract  with  Pacific  Telephone  for  a dedicated 
system  was  also  recently  announced. 


Marketing  Personnel: 

In  recruiting  sales  people,  NCSS  tends  to  hire  professionals 
who  can  begin  selling  immediately  without  having  to  undergo 
a long,  expensive  training  process.  A marketing  representative 
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manages  between  25  and  30  accounts  within  a specific  geographic 
territory.  Technical  representatives,  who  assist  and  guide 
customers  in  the  use  of  NCSS  services,  work  independently  of 
the  sales  people  and  are  responsible  for  20  to  25  accounts. 

They  target  one  technical  representative  for  every  sales  person. 
The  former  are  paid  a straight  salary  while  the  latter  are 
usually  on  a base  salary  plus  commission,  where  the  commission 
runs  about  60%  of  earnings.  Average  revenue  per  employee  in 
FY  1975  was  $54,000. 

NCSS  enjoys  one  of  the  highest  ratios  of  sales  volume  to  number 
of  sales  personnel  in  the  remote  computing  services  industry. 

The  sales  force  now  finds  it  necessary  to  spend  most  of  its 
time  maintaining  existing  accounts  rather  than  developing 
new  business.  This  has  contributed  to  the  reduction  in 
rate  of  revenue  growth. 

In  March  this  year,  14  sales  people  in  the  western  region 
produced  nearly  $1  million  in  revenues.  Thus,  if  25%  of 
the  sales  force  is  producing  $10  to  $12  million  annually, 
total  sales  for  the  current  fiscal  year  (1977)  should  exceed 
$40  million. 


Product  Strengths  and  Weaknesses: 

Technical  ability  is  a key  part  of  NCSS  strength.  Its 
customized  operating  system,  VP/CSS,provxdes  better 
throughput  to  customers  than  they  are  able  to  achieve  by 
using  IBM-supplied  operating  systems.  Additional  strengths 
include: 

• Integrated  Computer  Facility,  which  is  similar  to 
facilities  management. 

• Electrical  engineering  products,  particularly  ISPICE. 

• Professional  services. 

• Data  management,  NOMAD  and  RAMIS. 

• Demographic  products,  particularly  CENSAC. 

• Languages . 

Weaker  product  groups  include: 

• Structural  engineering 
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• Mechanical  engineering 

• Civil  engineering 

• Financial  analysis 


OVERALL  ASSESSMENT: 


Formed  in  1967  as  Computer  Software  Company,  NCSS  started  out 
in  the  business  of  designing  and  engineering  computer  programs. 
National  CSS,  a Delaware  Corporation,  succeeded  Computer  Software 
in  1968  as  a result  of  a statutory  merger.  Sales  growth  was 
particularly  strong  during  the  1970s  but  has  tapered  off  during 
the  past  two  years.  Sales  for  FY  1976  were  12%  above  the  1975 
level  - much  lower  than  earlier  growth  rates.  Thus,  despite 
management  claims,  NCSS  has  not  been  growing  recently  at  a rate 
faster  than  the  total  computer  services  industry.  Consequently, 
a key  objective  of  increasing  market  share  is  not  being  realized. 
Sales  should  exceed  $40  million  for  FY  1977  and  reach  $60  million 
by  1980,  reflecting  continued  and  steady  growth  over  the  long 
term. 

One  potential  problem  area  facing  NCSS  is  the  slimming  of  its 
sales  staff.  With  only  60  salespersons  and  well  over  $30  million 
of  revenues,  each  salesperson  is,  on  average,  supporting  over 
$500,000  of  annual  base.  As  a result,  the  level  of  effort  on 
new  sales  is  not  what  it  could  be.  NCSS  has  slipped  behind 
Tymshare  in  growth,  although  a significant  part  of  this  difference 
is  due  to  Tymshare 's  acquisitions. 

Finding  and  adding  salespeople  of  the  caliber  NCSS  expects  is 
difficult,  but  the  affect  on  the  company  of  a sales  force  of 
120  people,  even  with  some  loss  of  "efficiency,"  would  be 
dramatic. 


Of  more  concern  to  top  management  than  pure  growth  is  profitability. 
The  primary  objective  to  be  profitable  is  what  led  management  to 
close  several  unprofitable  sales  offices  in  1971,  and  to  reduce 
the  number  of  employees  by  8%  in  FY  1974.  At  the  same  time  some 
product  development  and  new  activities  were  also  canceled  or 
postponed  as  cost  cutting  measures.  This  contributed  to  the  delay 
of  completing  the  network  to  completely  packet-switched  from  TDM. 
NCSS  has  also  succeeded  in  reducing  expenses  by  replacing  some  of 
its  IBM  360/67S  with  a 370/168.  It  is  as  productive  as  five  67s, 
which  cost  two  and  one-half  times  what  the  168  costs. 
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While  a moderate  degree  of  turnover  has  occurred  recently  in 
top  management,  the  balance  of  technical,  financial  and 
marketing  orientation  has  not  been  upset.  Several  of  the 
corporate  officers  had  met  through  the  M.I.T.  research  staff 
and  have  enjoyed  a long  relationship. 

NCSS  management  has  been  cautious  in  making  acquisitions  or  in 
being  acquired.  The  one  acquisition  made  in  FY  1974,  TBS  and 
its  subsidiary  RTW,  has  not  met  expectations,  although  now  as 
separate  divisions  of  NCSS,  TBS  and  RTW  are  reportedly  growing 
and  profitable.  The  purpose  of  this  acquisition  was  two  fold: 

• to  qualify  for  purchased  software  to  amortize 

• to  achieve  industry  specialization.  (RTW  provides  services 
to  apparel  manufacturers.) 

NCSS  is  continuing  to  shop  carefully  for  additional  acquisitions 
which  meet  the  objectives  of  penetrating  a specific  industry 
or  which  employ  functional  applications,  such  as  order  processing, 
to  a cross-section  of  industries.  Since  Weissman  has  taken 
over  the  presidency,  NCSS  has  assumed  a more  "catholic  position" 
toward  acquisitions.  While  Weissman  became  somewhat  disillusioned 
by  the  acquisition  scenario  of  a conglomerate  with  which  he  used 
to  work,  he  does  expect  NCSS  to  make  acquisitions  which  are 
suited  to  the  corporate  plan.  This  means  companies  which  offer 
functional  and/or  industry  specialization.  The  1974  Financial 
Accounting  Standards  Board  ruling  that  research  and  development 
costs  be  expensed  as  incurred  makes  it  more  attractive  for  NCSS 
to  acquire  externally  developed  software  than  to  develop  it 
internally.  In  addition,  the  acquisition  of  externally  developed, 
tested  and  proven  software  minimizes  risk. 

NCSS  is  an  attractive  acquisition  candidate  to  a number  of  companies 
because  of  its  low  stock  price,  cash  surplus  and  earnings  record. 
While  the  company  is  "not  for  sale"  it  has  been  approached  by 
several  companies,  has  discussed  and  will  continue  to  discuss 
being  acquired  with  those  that  have  the  financial  strength  to 
make  an  attractive  deal. 

Given  the  successful  track  record  of  NCSS  ,a  listing  on  the  American 
Stock  Exchange  being  among  the  more  recent  achievements,  it  is 
understandable  why  many  firms  would  seek  to  acquire  it.  NCSS  is 
clearly  among  the  leaders  in  the  computer  services  Industry. 
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APPENDIX 

REPRESENTATIVE  CUSTOMER  LIST  FOR  NATIONAL  CSS 


Large  system  sales  are  concentrated  in  the  telephone  industry,  as 
reflected  by  the  following  contracts: 

• Pacific  Telephone:  Announced  in  April  this  year,  NCSS  has 

a contract  with  PTT  for  $4.2  million  to  provide  a Dedicated 
Interactive  System.  NCSS  will  provide  a dedicated  370/158 
computer  and  staff  in  its  Sunnyvale  data  center.  This  two- 
year  contract  is  an  extension  of  an  agreement  that  began  in 
1975.  The  minimum  monthly  payment  is  $150,000. 

• New  York  Telephone:  Earlier  NCSS  had  annouced  a $4.8 

million  contract  with  NYT  to  provide  a shared  computer 
system;  the  minimum  monthly  payment  is  $100,000.  Terms 

of  this  four  year  contract  called  for  providing  a dedicated 
system  at  a later  time.  Previously,  NYT  relied  on  Comshare 
for  many  of  the  services  now  provided  by  NCSSj  which  at 
that  time  only  provided  services  to  specific  departments 
of  NYT  on  an  individual  basis. 

NYT  now  has  access  to  the  full  NCSS  library  of  programs 
as  well  as  certain  Bell  System  programs  which  are  also 
maintained  on  NCSS  computers.  Applications  include  finance, 
planning,  development,  and  engineering. 


In  the  telephone  industry  NCSS  specializes  in  providing 
engineering  support  services. 

Additional  customers  include: 


Bank  of  America  (also  a dedicated 
system) 

New  England  Merchants  Naional 
Bank 

Coldwell  Banker  & Co. 

National  Semiconductor 
Motorola 
GTE  Sylvania 
Burroughs 
Texas  Instruments 
Merck,  Sharp  & Dome 
Hoechst-Roussel  Pharmaceuticals, 
Inc . 

Hartford  Insurance 
U.S.  Pharmaceutical  Co.,  a sub- 
sidiary of  E.R.  Squibb  & 
Sons 


INA  Insurance 
CNA  Financial 
Standard  Oil 
Polaroid 

Market  Forge,  copier  division 
of  Pitney  Bowes 
Old  Fashion  Foods,  Inc. 
General  Cable 
Lawler,  Matusky  & Skelly 
Ditto  of  California 
Dynaco 

Crow,  Carter  & Associates 
Harley  Davidson 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  MARCH  1985 


NATIONAL  DATA  COMMUNICATIONS,  Jack  S.  Young,  Chairman,  President, 
INC.  and  CEO 

5440  Harvest  Hill  Road  Public  Corporation,  OTC 

Dallas,  TX  75230  Total  Employees:  174 

(214)  386-0600  Total  Revenue,  Fiscal  Year  End 

10/31/85;  $6,346,901 


NATIONAL  DATA  COMMUNICATIONS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


~~ — ^^.^RSCAL  YEAR 
ITEM 

10/85 

10/84 

10/83 

10/82 

10/81 

Revenue 

$ 6,347 

$6,937 

$ 6,592 

$16,590 

$ 8,475 

. Percent  increase 
(decrease)  from 
previous  year 

(9%) 

5% 

(60%) 

96% 

(18'^'c 

Income  (loss)  before 
taxes  and  extraordinary 
items 

$ (2,190) 

$ (761) 

$ (13,579) 

$ 942 

$ (2,908) 

. Percent  increase 
(decrease)  from 
previous  year 

188% 

94% 

* 

132% 

(346% 

Extraordinary  items 

- 

$ 6,807(a) 

- 

$ 303(b) 

- 

Net  income  (loss) 

$ (2,190) 

$ 6,047 

$ (13,579) 

$ 927 

$ (2,748) 

. Percent  increase 
(decrease)  from 
previous  year 

(136%) 

145% 

* 

134% 

(421% 

Net  earnings  (loss) 
per  share 

$ (0.15) 

$ 1.60(c) 

$ (5.56) 

$ 0.38(d) 

$ (1.14) 

. Percent  increase 
(decrease)  from 
previous  year 

(109%) 

129% 

* 

133% 

(426% 

* Percent  change  exceeds  1 ,000%. 

(a)  Reflects  the  gain  from  debt  restructuring  in  connection  with  NADACOM's  plan 
of  reorganization. 

(b)  Reflects  tax  benefits  from  using  an  operating  loss  carry  forward. 

(c)  Reflects  extraordinary  item  of  SL80  per  share. 

(d)  Reflects  extraordinary  item  of  $0.12  per  share. 
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Revenue  for  the  three  months  ending  January  31,  1986  was  $1.3  million 
compared  to  $1.7  mi  lion  tor  the  same  period  in  1985.  Net  losses  were 
$330,976  compared  to  losses  ot  $209,283  for  the  same  period  a year  ago. 


National  Data  Communications  has  not  made  substantial  attempts  to  market 
new  systems  since  mid- 1 983  because  of  its  great  financial  difficulties.  In 
September  1985  the  company  discontinued  marketing  its  then  current  system 
of  hardware  and  software  and  began  developing  a new  system  based  on  current 
advances  in  hardware  and  software  technology.  The  company  is  maintaining 
its  contractual  relationships  with  its  current  clients  and  continues  to  support 
the  systems  it  has  in  place. 


SOURCE  OF  REVENUE 


• A three-year  summary  of  source  of  revenue  follows  ($  millions): 


"--.^.FISCAL  YEAR 
ITEM 

10/85 

10/84 

10/83 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Equipment  sales 

$0.2 

3% 

$0.6 

9% 

$1.3 

20% 

Maintenance  and 
support 

4.5 

72 

4.2 

61 

3.8 

8 

Software  license 
fees 

0.7 

1 1 

0.8 

1 1 

0.5 

Programming  fees 

0.9 

14 

l.l 

16 

0.8 

12 

Interest  and  other 
income 

0.2 

3 

0.2 

3 

Total 

$6.3 

100% 

$6.9 

100% 

$6.6 

100% 

• One  hundred  percent  of  the  company's  revenue  is  derived  from  the  U.S. 
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COMPANY  PROFILE 


NATIONAL  DATA  COMMUNICATIONS,  INC.  Jack  S.  Young,  Chairman,  President 
5440  Harvest  Hill  Road  and  CEO 

Dallas,  TX  75230  Public  Corporation,  OTC 

(214)386-0600  Total  Employees:  174 

Total  Revenue,  Fiscal  Year  End 
10/31/84:  $6,937,003 


THE  COMPANY 

• National  Data  Communications,  Inc.  (NADACOM),  incorporated  in  I960, 
develops,  markets,  and  supports  patient  information  and  financial  manage- 
ment turnkey  systems  for  the  medical  industry.  The  company  also  provides 
professional  services  facilities  management,  custom  programming  services  for 
its  systems,  and  add-on  equipment  sales. 

• NADACOM  has  not  made  substantial  attempts  to  market  any  new  systems 
since  mid- 1 983  because  of  its  financial  difficulties.  During  fiscal  1984, 
because  the  company  was  operating  as  a debtor-in-possession,  it  was  able  to 
generate  and  retain  operating  funds  sufficient  to  maintain  service  to  the 
hospitals  with  which  it  had  contracts. 

During  1983  NADACOM  experienced  acute  cash  shortages  (at  October 
31,  1983  the  company  had  liabilities  of  $18.6  million  and  assets  of  $6.1 
million).  In  September  1983  NADACOM  filed  a petition  pursuant  to 
Chapter  I I of  the  Bankruptcy  Act  and  throughout  fiscal  1984  operated 
as  debtor-in-possession. 

. Significant  delays  in  recognition  of  revenue  resulted  from 
nonpayment  of  certain  installation  contracts  whose  payment 
obligations  were  dependent  on  the  satisfaction  of  contract 
acceptance  tests.  Two  of  these  systems  acceptance  contracts 
were  the  subject  of  litigation  involving  system  sales  of  over 
$3  million.  Two  other  contracts  were  terminated  owing  to  the 
significant  customized  programming  required  to  perform  them 
and  the  risk  of  contractually  authorized  penalty  payments  for 
untimely  delivery. 

In  August  1984  the  bankruptcy  court  issued  an  order  confirming 
NADACOM's  plan  of  reorganization.  At  the  end  of  fiscal  1984  the 
company  was  engaged  in  activities  in  consummation  of  the  plan. 

. Under  the  plan,  in  exchange  for  the  cancellation  of  its  $9.9 
million  debt  and  accrued  interest  of  $1.9  million,  the  three 
secured  creditors  (Allied  Lakewood  Bank,  Continental  National 
Bank,  and  Northern  Trust  Company)  are  to  receive  a term  note 
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for  $2.5  million,  8,166,651  shares  of  common  stock,  and  40,000 
shares  of  newly  issued  preferred  stock.  Allied  is  to  provide 
NADACOM  with  an  $843,479  revolving  credit  note.  Unsecured 
creditors  will  receive  4,083,325  shares  of  common  stock. 

On  October  31,  1984  assets  were  $4.9  million  and  liabilities  were 
$620,000. 

• NADACOM  is  currently  formulating  new  marketing  and  pricing  strategies  for 
its  products  and  services.  By  mid- 1 985  the  company  plans  to  have  an  active 
marketing  organization  in  place. 

• Fiscal  1984  revenue  was  $6.9  million,  a 5%  increase  over  fiscal  1983  revenue 
of  $6.6  million.  Net  income,  after  extraordinary  items,  was  $6  million, 
compared  with  net  losses  of  $13.6  million  in  fiscal  1983.  A five-year  financial 
summary  follows: 


NATIONAL  DATA  COMMUNICATIONS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


^ --.^...FISCAL  YEAR 

10/81 

10/80 

ITEM  ^ 

10/84 

10/83 

10/82 

Revenue 

$ 6,937 

$ 

6,592 

$ 16,590 

$ 8,475 

$ 10,358 

. Percent  Increase 

(decrease)  from 
previous  year 

5% 

(60%) 

96% 

(18%) 

43% 

Income  (loss)  before 

taxes  and 

extraordinary  items 
. Percent  increase 

$ (761) 

$ 

(13,579) 

$ 

942 

$(2,908) 

$ 

1,183 

(decrease)  from 
previous  year 

94% 

(1,542%) 

132% 

(346%) 

7% 

Extraordinary  items 

$ 6,807(a) 

- 

$ 

303(b) 

- 

- 

Net  income  (loss) 

$ 6,047 

$ 

(13,579) 

$ 

927 

$(2,748) 

$ 

856 

. Percent  increase 

(decrease)  from 

previous  year 

145% 

(1,565%) 

134% 

(421%) 

(21%) 

Net  earnings  (loss) 

$ 1.60(c) 

$ 

$ (1.14) 

$ 

per  share 

. Percent  increase 

$ 

(5.56) 

0.38(d) 

0.35 

(decrease)  from 
previous  year 

129% 

(1,563%) 

133% 

(426%) 

(24%) 
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(a)  Reflects  the  gain  from  debt  restructuring  in  connection  with  NADACOM's 
plan  of  reorganization. 

(b)  Reflects  tax  benefits  from  using  an  operating  loss  carry  forward. 

(c)  Reflects  extraordinary  item  of  Si. 80  per  share. 

(d)  Reflects  extraordinary  item  of  50.12  per  share. 

• Research  and  development  expenditures  were  approximately  $730,246  (I  1%  of 
revenue)  in  fiscal  1984,  $1.1  million  (16%  of  revenue)  in  fiscal  1983,  and  $1.1 
million  (7%  of  revenue)  in  fiscal  1982. 

• Revenue  for  the  three  months  ending  January  31,  1985  was  $1.69  million,  a 
9.7%  increase  over  $1.54  million  for  the  same  period  in  fiscal  1984.  Net 
losses  were  $209,283  as  compared  to  net  losses  of  $6 1 7,436  a year  ago. 

• As  of  October  31,  1984  NADACOM  had  174  employees.  The  company  cur- 
rently has  approximately  174  employees,  segmented  as  follows: 


Marketing/sales 

3 

Customer  support 

128 

Research  and  development 

19 

General  and  administrative 

J4 

174 

• Primary  competitors  include  Technicon  and  McDonnell  Douglas  Information 
Services.  Other  competition  comes  from  Electronic  Data  Systems  and  HBO  & 
Company. 

KEY  PRODUCTS  AND  SERVICES 

• Due  to  its  debtor-in-possession  status,  NADACOM  did  not  generate  any  new 
system  sales  during  fiscal  1984.  Virtually  all  of  1984  revenue  was  derived 
from  support  services  and  add-on  equipment  sales  to  existing  customers. 
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• A three-year  summary  of  source  of  revenue,  as  provided  by  NADACOM, 
follows  ($milllons): 


FISCAL  YEAR 

10/84 

10/83 

10/82 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Equipment  Sales 

$0.6 

9% 

$1.3 

20% 

$10.2 

62% 

Maintenance  and 
support 

4.2 

61 

3.8 

57 

3.6 

22 

Software  license 
fees 

0.8 

1 1 

0.5 

8 

1.6 

10 

Programming  fees 

l.l 

16 

0.8 

12 

0.9 

5 

Interest  and  other 
income 

0^ 

_3 

0.2 

__3 

0.2 

Total 

$6.9 

100% 

$6.6 

100% 

$16.5 

100% 

Approximately  14%  ($600,000)  of  fiscal  1984  maintenance  and  support 
revenue  was  derived  from  professional  services  facilities  management 
provided  to  three  NADACOM  turnkey  system  clients. 


• NADACOM  designs,  assembles,  installs,  and  supports  Prime-based  patient 
information  and  communications  turnkey  systems. 

The  target  market  for  these  systems  consists  of  hospitals,  clinics,  and 
ambulatory  service  centers  of  approximately  200  patient  beds  or  more 
and  groups  of  smaller  health  care  facilities  that  contain,  in  the  aggre- 
gate, 2O0  or  more  patient  beds  and  that,  geographically,  can  share  a 
system. 

At  the  end  of  fiscal  1983,  NADACOM  had  contracts  with  18  facilities. 
Contracts  with  three  of  these  were  terminated  or  rejected  during  fiscal 
1984  as  part  of  the  company's  bankruptcy  proceedings,  leaving  a total 
of  15  contracts  at  1984  fiscal  year  end. 

The  contracts  generally  provide  for  either  sale  or  rental  of  the  hard- 
ware and  grant  either  a partially  paid-up  software  license  for  an  initial 
fee  with  continuing  monthly  license  fees,  or  a software  license  on  a 
rental  basis  with  no  initial  fee  but  continuing  monthly  fees.  With  each 
system  the  company  also  contracts  to  provide  maintenance  and  support 
services. 
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The  total  price  over  the  life  of  the  initial  term  of  a standard  system 
contract  varies  depending  on  the  size  of  the  system  and  contracted 
support  services.  The  average  contract  currently  provides  for  pay- 
ments by  the  customer  ranging  from  approximately  $3  million  to  $5 
million,  payable  over  three  to  five  years. 

Although  a hospital  may  purchase  a basic  "off-the-shelf"  system,  all 
clients  to  date  have  purchased  customized  systems  to  accommodate 
the  specific  operations  of  their  facilities.  NADACOM  generally 
provides  some  software  modification  as  part  of  the  agreed  contract 
price.  However,  most  of  the  programming  time  required  to  customize 
a system  is  done  for  the  customer  at  an  additional  charge.  These  fees 
typically  range  from  $60  to  $75  an  hour. 

• NADACOM's  systems  are  designed  to  run  on  Prime  400  minicomputers. 
Applications  available  on  the  system  include  the  following; 

Admissions,  Discharges,  and  Transfers  (ADT). 

. Realtime  census  management. 

. Electronic  bed  board. 

. Preadmission  ordering. 

. Standard  admit  orders. 

. Admission  face  sheets  and  patient  labels. 

. Vacant  bed  management. 

. ADT  notices  to  need-to-know  areas. 

. Emergency  room/outpatient-to-inhouse  transfers  (Including 

charges). 

. Insurance  plan  management. 

. Doctor  staff  file  management. 

Patient  Data  Base. 

. Master  patient  index. 

. Historical  admit  statistics. 

. Insurance  plan  retention. 

. Radiology  and  pathology  encounter  data. 

. Patient  and  guarantor  demographics. 

. Automatic  unit-record  number  assignment. 

. Individual  encounter  account  numbers. 

. Integration  with  ADT  systems. 

Medical  Records. 

. Medical  records  index  system. 

. Statistical  reporting. 

. Word  processing  interfaces. 

. Delinquent  chart  reporting. 

. Physician/operative/patient  indices. 

. Abstracting. 

. Automatic  unit  record  numbering. 
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. Chart  locator  subsystem. 

. Microfiche  tape  generation. 

. Historical  admit  statistics. 

Financial  Applications. 

. Accounts  receivable/accounts  payable. 

. Purchasing. 

. General  accounting. 

. Payroll /personnel. 

. Budgeting  (hours  and  dollars). 

. Inventory  management. 

. Time  and  attendance. 

. On-line  chart  of  accounts. 

. Amortization. 

. Demand/charge  volume/third  party  billing. 

. Diagnostic  Related  Groups  (DRGs). 

. Medicare/Medicaid/Blue  Cross  logs. 

. Community  relations/mailing  lists. 

Interactive  Financial  Planning  System  (IFPS). 

. Interactive  modeling. 

. User  specified  report  generation. 

. "What  if"  and  probability  calculations. 

. Goal  seeking. 

. Analysis  and  forecasting. 

. Plotting/character  graphics. 

. Access  to  hospital  system  data  base. 

Laboratory. 

. Standardized  test  catalog  (alpha/generic  paging). 

. Future  order  retention. 

. Repeated  dates/times. 

. Department  worksheets. 

. Blood  product  management. 

. Cumulative  summaries. 

. Specimen  collection  lists. 

. Standalone  lab  system  Interfaces. 

. Normal  range  checking. 

. Test  usage  statistics. 

. On-line  patient  charts. 

. "In  progress"  result  reporting. 

Pharmacy. 

. On-line  formulary. 

. Traditional  or  unit  dose. 

. Indices  by  trade  and  generic  names. 
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. Automatic  medication  labels. 

. Patient  profiles. 

. Revenue  posting  and  management. 

. Volume  statistics. 

. Drug  sensitivities. 

. Purchasing. 

. IV  solutions  and  supply  maintenance. 

. Daily  MAR  (Medication  Administration  Record). 

. Automatic  reordering. 

. Maximum  dosage  control. 

Nursing. 

. Standard  order  sets. 

. Realtime  charting. 

. Automatic  notices. 

. Automatic  charge  gathering. 

. Complete  chart  on-line  for  total  stay. 

. Menu  selection  of  services. 

. Audit  trails. 

. Test  and  treatment  worksheets  by  shifts. 

. Daily  laboratory  summaries. 

. Hospital-wide  message  switching. 

Emergency  Room  and  Outpatient  Services. 

. "John  Doe"  admissions. 

. Patient  data  base/master  patient  index  access. 

. Ordering. 

. Automatic  charging. 

. Realtime  billing  with  proration  on  demand. 

. Emergency  room/outpatient  face  sheets. 

. Instantaneous  lab  and  X-ray  results  and  narratives. 

. Transfer  to  in-house,  including  charges. 

Capital  assets/preventative  maintenance. 

. Asset  inventory. 

. Capital  asset-to-preventative-maintenance  interface. 

. Multiple  depreciation  methods. 

. Automatic  Interface  to  general  ledger. 

. Total  asset  reporting. 

. Preventative  maintenance  work  orders  and  scheduling. 

. Excessive  maintenance  reports. 

. Labor/material  expense  reporting. 

• Additional  system  features  Include  remote  diagnostics,  message  broadcasting, 
multisite  operation,  multicomputer  communication  interfaces,  terminals  with 
menu  selection  via  touch-sensitive  buttons,  and  system-access  security 
through  the  use  of  employee  I.D.  badges. 
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• In  1985  NADACOM  introduced  Patient  Data  System,  a front-end  interface 
permitting  users  of  Shared  Medical  Systems'  financial  systems  to  integrate 
NADACOM  applications  into  their  systems. 

• Previously,  NADACOM's  software  ranged  in  price  from  $0.67  to  $l.25~with 
an  average  of  $1.00— per  patient  day.  The  company  is  currently  restructuring 
its  pricing  for  software  and  expects  that  costs  per  patient  day  will  range  from 
$1 .00  to  51 .50. 

• NADACOM  provides  dedicated  on-site  support  services  for  each  of  its  client 
installations.  The  company  currently  has  30  on-site  support  personnel  (two  at 
each  of  15  client  installations).  Clients  are  billed  monthly  for  support 
services. 

INDUSTRY  MARKETS 

• NADACOM  derived  all  of  its  revenue  from  the  medical  industry.  Its  primary 
market  consists  of  hospitals,  clinics,  and  ambulatory  service  centers  of 
approximately  200  or  more  patient  beds  and  groups  of  smaller  health  care 
facilities  that  can  share  a system. 

• Three  hospitals  using  NADACOM  systems  accounted  for  15%,  13%,  and  I2%— 
or  a total  of  50%— of  fiscal  1984  revenue. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  NADACOM's  fiscal  1984  revenue  was  derived  from 
the  U.S. 

• Prior  to  its  bankruptcy  proceedings,  the  company  marketed  its  systems 
through  seven  sales  representatives  located  throughout  the  U.S.  As  part  of 
the  reorganization  plan  and  new  marketing  strategy,  NADACOM  will  market 
Its  systems  nationally  via  a reduced  sales  staff  operating  out  of  Dallas  (TX). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• NADACOM  has  the  following  computers  installed  at  its  data  center  in  Dallas: 

I Prime  750,  PRIMOS. 

1 Prime  550,  PRIMOS. 

2 Prime  400s,  custom  operating  system. 

2 Prime  250s,  custom  operating  system. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  OCTOBER  1981 


NATIONAL  DATA  COMMUNICATIONS,  Thomas  W.  Butler,  Chairman 
INC.  and  President 

5440  Harvest  Hill  Road  Public  Company,  OTC 

Dallas,  TX  75230  Total  Employees:  353 

(214)  386-0600  Total  Revenue,  Fiscal  Year  End 

10/31/82:  $16,590,252 


NATIONAL  DATA  COMMUNICATIONS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


YEAR 

ITEM  ^ 

10/82 

10/81 

10/80 

10/79 

10/78 

Revenue  (a) 

$ 16,590 

$ 

8,475 

$ 10,358 

$ 7,235 

$ 4,065 

. Percent  increase 

(decrease)  from 
previous  year 

96% 

(18%) 

43% 

78% 

13% 

Income  (loss)  before 

taxes 

. Percent  increase 

$ 

942 

$ 

(2,908) 

$ 

1,183 

$ 1,110 

$ (587) 

(decrease)  from 
previous  year 

132% 

(346%) 

7% 

289% 

(69%) 

Net  income  (loss) 

$ 

927 

$ 

(2,748) 

$ 

856 

$ 1,089 

$ (594) 

. Percent  increase 

(decrease)  from 
previous  year 

134% 

(421%) 

(21%) 

283% 

(65%) 

Earnings  (loss)  per 

$ 

$ 

$ 

$ 0.46 

$ (0.26) 

share 

. Percent  increase 

0.38 

(1.14) 

0.35 

(decrease)  from 
previous  year 

133% 

(426%) 

(24%) 

277% 

(53%) 

(a)  Revenue  for  fiscal  years  1980,  1979,  and  1978  has  been  restated  to  conform  to 
the  new  method  of  reporting  gross  revenue  (including  interest  income)  instead  of 
operating  revenue.  Costs  (primarily  for  equipment  sales)  are  now  reported  as 
expenses  instead  of  being  subtracted  from  revenue. 
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SOURCE  OF  REVENUE 

• National  Data  Communications  derived  93%  of  its  fiscal  1982  revenue  from 
turnkey  systems,  6%  from  professional  services,  and  1%  from  interest  and 
other  income. 

• Revenue  distribution  by  major  business  area  over  the  last  four  years  follows 
($  thousands): 
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COMPANY  HIGHLIGHT 


NATIONAL  DATA  COMMUNICATIONS,  Thomas  W.  Butler,  Chairman  and 
*NC.  President 

5440  Harvest  Hill  Road  Public  Company,  OTC 

Dallas,  TX  75230  Total  Employees:  303 

(214)  386-0600  Total  Revenue,  Fiscal  Year  End 

10/31/80:  $7,505,186 


PRINCIPAL  BUSINESS 

• National  Data  Communications,  Inc.  (Nodacom),  founded  in  1958  as  the 
Professional  Men's  Association,  develops  and  markets  customized  patient 
information  systems  for  the  health  care  sector.  Nadacom  also  provides 
programming,  maintenance,  and  systems  services. 


FINANCIALS  ($  thousands,  except  per  share  data) 


• Nodacom  spent  13%  and  16%  on  software  research  and  development  in  1980 
and  1979  respectively. 
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• Five  hospitals  using  Nodocom  systems  accounted  for  19%,  14%,  I 1%,  10%,  and 
12%,  or  a total  of  66%  of  I960  revenue. 

SOURCES  OF  REVENUE 

86%  Turnkey  systems. 

14%  Professional  services. 


• Revenue  distribution  by  major  business  area  over  the  last  five  years  follows  ($ 
thousands); 


• Nodocom  provides  turnkey  systems  to  integrate  and  automate  the  accounting 
and  communications  functions  within  hospitals,  outpatient  clinics,  ambulatory 
care  centers,  and  their  remote  facilities.  Systems  are  customized  to  meet 
individual  client  requirements  and  are  marketed  to  facilities  of  150  or  more 
beds,  ambulatory  centers,  and  Health  Maintenance  Organizations  (HMOs). 

Patient  Information  Systems  are  built  around  a central  data  base 
containing  all  patient  information.  Terminals  are  installed  in  hospital 
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departments  and  nurse  workstations  for  local  data  entry  and  query. 
Billing  information  is  captured  and  updated  to  the  business  office. 
Accounting,  communications,  arxi  data  txise  ap)plications  are  available. 

Departments  covered  include:  admissions,  emergency,  pathol- 

ogy, radiology,  nuclear  medicine,  physical  therapy,  housekeeping, 
dietary,  medical  records,  supply,  business  office,  outpatient, 
surgery,  pharmacy,  laboratory,  nurse  workstation,  and  other 
ancillary  departments.  Hospitals  may  choose  any  or  all  depart- 
ments, depending  on  individual  need. 

. Department  applications  include:  ancillary  scheduling,  census, 

registration,  ordering  services,  charting,  statistical  reporting, 
and  communications.  These  applications  are  written  in  a 

Nadacom  proprietary  language. 

. Business  applications  include:  patient  billing,  accounts  payable, 
payroll,  personnel,  accounts  receivable,  general  ledger,  material 
management,  capital  assets,  preventive  maintenance,  and 
budgeting.  These  applications  are  written  in  COBOL. 

. Terminals  provide  enough  local  intelligence  for  text  editing  and 
word  processing. 

The  Ambulatory  Core  System  (ACS)  is  built  around  the  Patient  Data 
Base  (permanent  registration)  and  Scheduler  (real-time  scheduling  of 
patients,  services,  personnel,  and  facilities).  Terminals  are  located  in 
patient  care  areas,  as  well  as  in  financial  and  administrative  depart- 
ments. ACS  also  provides  order  entry,  demand  billing,  results  report- 
ing/charting, and  financial  applications. 

Nadacom  offers  three  versions  of  the  Hospital  Patient  Data  System 
(PDS)  and  three  separate  Ambulatory  Care  Systems  (ACS)  for  ambula- 
tory care  centers,  clinics,  and  HMOs.  All  systems  operate  on  Prime 
minicomputers. 

. PDS-ONE,  the  minimum  configuration,  provides  the  hospital 
communications  and  data  base  services  in  an  on-line  mode  and 
business  applications  in  an  off-line  batch  mode.  The  on-line 
system  must  be  interrupted  to  run  the  batch  applications. 

. PDS-TWO,  provides  the  data  base,  communications,  and  data 
capture  applications  only  for  hospitals  with  an  existing  business 
processing  system.  Accounting  data  is  fed  off-line  from  the 
Nadacom  system  to  the  business  minicomputer. 

. PDS-THREE  provides  on-line  applications  on  a dedicated  Prime 
minicomputer  and  the  off-line  business  applications  on  a second 
backup  minicomputer. 
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. ACS-ONE  provides  data  base  registration,  scheduling,  ordering, 
demand  billing,  and  results  reporting  in  a real-time,  on-line 
mode,  with  data  capture  applications  for  clinics  with  an  existing 
business  processing  system.  Accounting  data  is  fed  off-line  from 
the  Ambulatory  Care  System  to  the  business  system. 

. ACS-TWO  provides  data  base  registration,  scheduling,  ordering, 
demand  billing,  and  results  reporting  in  a real-time,  on-line 
mode,  with  business  applications  in  an  off-line  batch  mode. 

. ACS-THREE  provides  the  real-time,  on-line  applications  and  the 
off-line  business  applications  on  a second  backup  minicomputer. 

Nadacom  installed  three  new  systems  and  mode  major  upgrades  on 
three  others  in  1980.  There  are  a total  of  13  systems  installed, 
covering  6,000  beds  and  900,000  patient  visits  per  year. 

Hospital  systems  range  in  cost  from  $2.00  per  pxrtient  day  (PPD)  to 
$5.00  PPD.  Nadacom  provides  systems  on  a license  or  rental  basis. 
Ambulatory  Care  System  costs  vary  depending  on  the  system  needed 
and  the  type  of  institution. 

Nadacom  has  developed  a radio  frequency  communications  facility  for 
transmission  which  allows  the  connection  of  64  terminals  on  the  same 
cable.  A hi^-speed  data  bus  to  allow  minicomputers  to  share  resources 
at  24  million  bytes  per  second  is  being  developed. 

• Nadacom  professional  services  include;  programming,  facilities  management, 
operations  coordination,  24-hour  support  services,  installation,  and  mainte- 
nance. Nadacom  is  developing  a remote  diagnostic  facility  to  be  installed  in 
late  1981. 

INDUSTRY  MARKETS 

• Nadacom  derives  all  its  revenue  from  hospitals  and  clinics.  Its  primary  market 
are  the  2,000  nonfederal  short-term  general  and  other  specialty  hospitals  with 
150  or  more  b)eds,  and  over  1,500  ambulatory  care  centers  and  clinics. 

GEOGRAPHIC  MARKETS 

100%  U.S. 

COMPUTER  HARDWARE 

I Prime  750. 

4 Prime  550-2s. 


4 of  4 

October  1981 

©1981  by  INPUT.  Reproduction  Prohibited. 


INPUT 


INPUT 


Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


February  1996 

National  Data  Corporation 

Chairman  & CEO:  R.  A.  Yellowlees 

National  Data  Plaza 
Atlanta,  GA  30329-2010 
Phone:  (404)  728-2000 

Fax:  (404)  728-3985 


Status;  Public 

Employees:  1 ,900  (5/95) 

Revenue;  $242,031 ,000 

Fiscal  Year  End:  5/31/95 

Key  Points 

• National  Data  Corporation  (NDC)  has 

• Products  and  services  provided  to  the  health 
care  industry  represent  NDC’s  fastest 
growing  business,  with  fiscal  1995  revenue 
increasing  31%  to  $82.7  million.  NDC 
processed  nearly  700  million  electronic 
claims  during  fiscal  1995 — ^a  40%  increase 
over  the  previous  year. 

focused  its  operations  on  three  key  market 
segments — retail  electronic  payment 
systems,  health  care  and  information 
services  for  government  and  cross-industry 
corporate  accounts. 

• In  February  1996,  NDC  and  MasterCard 
International  announced  an  agreement  to 
create  Global  Payment  Systems — ^a  new 
payment  processing  company  that  will 

• NDC  continues  to  expand  its  health  care 
business.  The  May  1995  acquisition  of 
Claim*Net  claims  processing  software 
expanded  NDC’s  presence  in  the  physician 
market.  The  January  1995  acquisition  of 
Learned-Mahn  added  hospital  claims  and 
electronic  remittance  processing  to  NDC’s 
pharmacy,  dental  and  physicians’  claims 
processing  capabilities. 

combine  NDC’s  payment  services  business 
and  MasterCard’s  MAPP  organization. 

• NDC  is  also  one  of  the  country’s  largest 
processors  of  electronic  pa3mients  for 
consumers  and  business.  This  includes 
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credit  card,  debit  card,  check  verification 
and  check  guarantee  transactions,  as  well  as 
electronic  payments/filing. 

Company  Description 

National  Data  Corporation  (NDC), 
incorporated  in  1967  in  Delaware,  provides 
various  processing/network  services  and 
turnkey  systems  primarily  in  the  areas  of 
credit  and  debit  card  authorization  and 
processing,  health  care  systems  and  electronic 
claims  processing  and  cash  management  and 
electronic  data  interchange  (EDI). 

In  February  1996,  NDC  and  MasterCard 
International  annormced  an  agreement  to 
create  Global  Payment  Systems  (GPS) — a new 
pa3onent  processing  company  that  will  operate 
as  an  independent  third-party  processor  with 
its  own  board  of  directors  and  management 
team.  Both  MasterCard  and  NDC  will  be 
represented  on  the  board. 

• GPS  will  include  MasterCard’s  MAPP 
organization  and  NDC’s  payment  services 
business,  as  well  as  its  point-of-sale  and 
back  office  services.  Existing  staff  and 
management  teams  will  be  transferred 
intact  to  the  new  company. 

• As  part  of  the  agreement,  MasterCard  will 
receive  a cash  payment  and  a minority 
equity  position  in  NDC. 

• Initial  services  provided  by  GPS  will  include 
a range  of  network  point-of-sale  and  back- 
office  support  for  merchants.  It  will  also 
offer  electronic  funds  transfer  and  financial 
and  non-financial  electronic  data 
interchange  services. 

• GPS  will  be  headquartered  in  Atlanta  and 
have  other  operations  in  Purchase  (NY),  St. 
Louis  (MO),  Dallas  (TX),  Los  Angeles  (CA), 
Toronto  (Canada)  and  London  (England),  as 
well  as  numerous  sales  offices. 


• The  new  company,  with  approximately  1,100 
employees  worldwide,  is  expected  to 
generate  $175  million  in  revenue  during  its 
first  year. 

Organization  and  Structure 

NDC’s  products  and  services  are  provided 
through  the  following  lines  of  business: 

• Health  Care  provides  turnkey  practice 
management  systems  and  electronic  claims 
processing,  adjudication  and  clinical 
database  information  for  pharmacies, 
dentists,  physicians,  hospitals,  HMOs, 
clinics  and  nursing  homes. 

• Payment  Systems  provides  a range  of 
transaction  processing  alternatives  to  the 
retail,  hospitality,  health  care  and 
government  markets.  Services  include 
merchant  credit  and  debit  card  processing, 
check  verification,  electronic  tax  payment 
and  filing,  and  vertical  market  point-of-sale 
applications. 

• Information  Systems  and  Services  provides 
cash  management,  information  reporting 
and  EDI  services  to  worldwide  banks, 
corporations,  universities  and  federal 
agencies. 

U.S.  sales  offices  are  in  Birmingham  (AL); 
Phoenix  (AZ);  Brea  and  San  Francisco  (CA); 
Denver  (CO),  Shelton  (CT);  Lakeland  (FL); 
Chicago  (IL);  Indianapolis  (IN);  Kenner  (LA); 
Hanover  (MD);  Charlestown  (MA);  St.  Louis 
(MO);  Buffalo,  Jericho  and  New  York,  (NY); 
Conshohocken  (PA);  Nashville  (TN);  Austin, 
Dallas  and  Houston  (TX);  Salt  Lake  City  (UT); 
Vienna  (VA);  Seattle  and  Spokane  (WA);  and 
Brookfield  (WI). 

International  offices  are  in  London  (England), 
Tokyo  (Japan)  and  Don  Mills  (Ontario, 
Canada). 
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Voice  centers  are  in  Don  Mills  (Ontario)  and 
Dallas  (TX).  Other  processing  and  service 
centers  are  in  El  Monte  (CA),  Atlanta  (GA), 
Boise  (LA),  Niles  (IL),  Indianapolis  (IN), 
Rockville  (MD),Reno  (NV),  Mt.  Pleasant  (SC), 
Westlake  (TX)  and  Midvale  (UT). 

Company  Strategy 

NDC’s  business  strategy  is  to  be  a total 
solution  provider  of  value-added  transaction 
processing  systems  and  services  in  the 
markets  its  serves.  NDC  seeks  to  increase  its 
penetration  of  existing  application  systems 
and  point-of-use  transaction  processing 
markets  and  to  identify  and  create  new 
markets  through  : 

• Development  of  value-added  applications, 
enhancement  of  existing  products  and 
development  of  new  systems  and  services, 

• Acquisition  of,  or  alliance  with,  companies 
that  have  desirable  products  and/or 
distribution  capabilities 

• Extension  of  the  terms  and  commitments  of 
existing  customer  contracts 

In  the  health  care  services  area,  NDC’s  goal  is 
to  offer  a complete  line  of  products  and 
services  to  the  health  care  community — ^from 
pharmacies  to  dental  and  physician  offices  to 
hospitals  and  managed  care  providers — to 
help  control  costs  and  improve  patient  care. 
The  company’s  strategy  includes: 

• Expanding  its  electronic  processing  services 
provided  to  pharmacies 

• Expanding  its  client  base  in  the  physician 
market  through  acquisitions  and  new 
products 


• Expanding  its  dental  practice  client  base 
through  enhancements  of  its  NDC  Dental 
System 

• Modifying  and  enhancing  its  products  for 
hospitals,  long-term  care  and  managed  care 
environments 

• Increasing  coverage  for  Medicaid  programs 

In  the  payment  services  area,  NDC  will  work 
with  MasterCard  International  to  continue  to 
expand  its  offerings  to  a range  of  payment 
solutions,  expand  into  new  markets  and 
expand  its  partnerships  with  leading  banks. 

In  the  government  and  corporate  information 
systems  and  services  segment,  NDC  will 
continue  to  cultivate  new  business 
opportunities  for  EDI  and  cash  management- 
related  solutions.  NDC’s  strategy  includes: 

• Forming  alliances/partnerships  to  expand  its 
EDI  offerings 

• Developing  its  student  loan  remittance 
processing  activities 

• Fostering  product  enhancements  and 
alliances  in  the  cash  management  business 

Financials 

NDC’s  fiscal  1995  revenue  reached  $242.0 
million,  a 17%  increase  over  fiscal  1994 
revenue  of  $206.1  million  for  fiscal  1994.  Net 
income  reached  $15.4  million,  a 59%  increase 
over  $9.7  million  for  the  same  period  a year 
ago. 

A five-year  financial  summary  is  shown  on  the 
following  page. 
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National  Data  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

5/95 

5/94 

5/93 

5/92 

5/91 

Revenue 

$242.0 

206.1 

$206.2 

$218.0 

$228.6 

• Percent  change  from 
previous  year 

17% 

— 

(5%) 

(5%) 

(17%) 

Income  (loss)  before  taxes 

$24.0 

$14.9 

$14.6 

$12.8 

$(23.9) 

• Percent  change  from 
previous  year 

61% 

(b) 

2% 

14% 

154% 

(473% 

Net  income  (loss) 

$15.4 

$9.7 

$8.5 

$7.4 

$(14.1) 

• Percent  change  from 
previous  year 

59% 

14% 

15% 

152% 

(555%) 

Earnings  (loss)  per  share  (a) 

$0.75 

$0.50 

$0.45 

$0.41 

$(0.80) 

• Percent  change  from 
previous  year 

50% 

11% 

10% 

152% 

N/A 

(a)  Restated  to  reflect  a 3-for-2  stock  split  in  March  1995. 

(b)  Includes  a $2.5  million  payment  related  to  the  settlement  of  shareholder  litigation. 


INPUT  estimates  that  NDC’s  fiscal  1995 
revenue  was  derived  approximately  as 
follows: 


1995  Source  of  Revenue 


Product/Service 

Revenue 
($  Millions) 

Percent 
of  Total 

Processing/Network 

Services 

- Integrated  payments 

$134.7 

56% 

- Electronic  claims 

42.7 

18% 

- Cash  management/EDI 

19.1 

8% 

- Other  (a) 

5.5 

$202.0 

2% 

84% 

Turnkey  Systems  and 
Support  Services 

$40.0 

16% 

Total 

$242.0 

100% 

(a)  Includes  communications  services  business. 


A three-year  summary  of  source  of  revenue  as 
provided  by  NDC  appears  on  the  following 
page. 

Payment  Systems  revenue  increased  7%  in 
fiscal  1995. 

• The  increase  was  attributed  to  increased 
revenue  from  direct  (distribution  to 
merchants)  payment  services  due  to 
increased  volume  of  merchant  sales 
processed,  equipment  sales,  and  the 
acquisition  of  two  check  guarantee 
businesses  during  the  year. 

• Offsetting  these  increases,  revenue  from 
indirect  (distribution  through  banks) 
merchant  processing  business  decreased  as 
a result  of  price  reductions  associated  with 
contract  renewals  in  exchange  for  increased 
volume  commitments. 
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National  Data  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

5/95 

5/94 

5/93 

ProducVService 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Payment  Systems 

$134.7 

56% 

$115.2 

56% 

$115.5 

56% 

Health  Care 

82.7 

34% 

63.0 

30% 

56.3 

27% 

Information  Systems  and  Services 

19.1 

8% 

19.9 

10% 

21.5 

11% 

Other  (a) 

5.5 

2% 

8.0 

4% 

12.9 

6% 

Total 

$242.0 

100% 

$206.1 

100% 

$206.2 

100% 

(a)  Includes  revenue  from  communications  services  and  international  business. 


Health  Care  revenue  rose  31%  during  fiscal 
1995  due  to  increases  in  electronic  claims 
processing  and  increases  in  revenue  from 
NDC’s  practice  management  systems  for 
the  pharmacy,  dental,  physician, 
government  and  institutional  sectors, 
including  the  impact  of  acquisitions 
completed  during  fiscal  1995. 

Information  Systems  and  Services  revenue 
decreased  4%  during  fiscal  1995  due  to 
decreased  sales  of  software  for  EDI 
applications. 

Interim  Results 

Revenue  for  the  six  months  ending 
November  30,  1995  reached  $131.1  million, 
a 13%  increase  over  $115.8  million  for  the 
same  period  in  1994.  Net  income  rose  62%, 
from  $6.6  million  to  $10.7  million. 

• Health  Care  revenues  grew  by  37%  in  the 
first  quarter  and  18%  in  the  second 
quarter  due  to  increases  in  electronic 
claims  processing  and  increases  in 
revenue  for  practice  management 
systems. 


• Payment  Systems  revenues  grew  by  15% 
in  the  first  quarter  and  8%  in  the  second 
quarter. 

• Information  Systems  and  Services 
revenues  declined  16%  in  the  first  quarter 
and  10%  in  the  second  quarter,  primarily 
due  to  declining  revenue  from  EDI 
software  licenses. 

Market  Financials 

NDC’s  fiscal  1995  revenue  was  derived 

approximately  as  follows: 


Health  care 34% 

Retail 30% 

Banking  and  finance 24% 

Federal  government 4% 

Telecommunications 1% 

Corporate  and  other 7% 


100% 

NDC’s  diverse  customer  base  includes  more 
than  60,000  health  care  providers,  350,000 
merchant  locations,  35,000  corporations, 
more  than  200  banking  institutions,  and 
federal  and  state  government  agencies. 

Primary  customers  for  Payment  Systems 
include  general/specialty  retailers; 
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corporations;  hotels,  motels,  lodging  and 
resorts;  the  gaming  industry;  restaurants; 
petroleum  retailers;  federal,  state  and 
municipal  agencies;  and  health  care 
providers. 

Primary  customers  for  Health  Care  systems 
and  services  include  pharmacies,  dentists, 
physicians,  hospitals,  nxirsing  homes,  vision 
care  providers,  HMOs,  insurance  carriers, 
third-party  administrators,  and  state 
Medicaid  agencies. 

Primary  customers  for  Information  Systems 
and  Services  include  worldwide  banks, 
corporations,  universities  and  federal 
agencies. 

Geographic  Markets 

Approximately  97%  of  NDC’s  fiscal  1995 
revenue  was  derived  from  the  U.S.  and  3% 
($7.7  million)  from  international  sources. 

Acquisitions 

In  January  1996,  NDC  acquired  Conceptual 
Systems  Corporation  of  Cleveland  (OH). 

• Conceptual  Systems,  foimded  in  1982, 
provides  electronic  claims  processing 
services  and  practice  management 
systems  for  physicians,  hospitals  and 
other  health  care  businesses. 

• During  1995,  Conceptual  Systems 
processed  more  than  10  million  electronic 
health  care  transactions.  Conceptual, 
which  has  extensive  connectivity  to 
payers  in  the  Midwest,  adds  close  to  1,000 
health  care  provider  locations  to  NDC’s 
network. 

In  May  1995,  NDC  acquired  the  Claim*Net 
physician-based  claims  processing  software 
product  line  from  Physician’s  Practice 
Management,  Inc.  of  Indianapolis  (IN). 


In  January  1995,  NDC  acquired  Leamed- 
Mahn,  a nationwide  provider  of  software 
and  services  to  health  care  and  financial 
institutions. 

• Learned-Mahn,  a privately  held  Idaho 
company  with  headquarters  in  Boise  and 
regional  offices  in  Denver  and  Chicago, 
was  founded  in  1973. 

• In  addition  to  providing  electronic  health 
care  claims  and  remittance  services  to 
hospitals,  Learned-Mahn  also  develops 
and  sells  financial  software  to  financial 
institutions. 

• Learned-Mahn  operates  as  an 
independent  business  unit  of  NDC. 

In  November  1994,  NDC  acquired  Zadall 
Systems  Group,  Inc.,  a Canadian  company 
that  develops  and  markets  practice 
management  systems  and  services  for 
pharmacy  chain  stores  in  Canada  and  the 
U.S. 

• Zadall  is  a private  company,  with 
headquarters  in  Vancouver,  British 
Columbia.  Its  U.S.  headquarters  is 
located  in  Dallas. 

• The  acquisition  strengthens  NDC’s 
pharmacy  chain  offering,  gives  NDC  a 
strong  practice  management  system 
presence  in  Canada,  and  adds  thousands 
of  chain  customer  locations  to  its  U.S. 
base. 

• Zadall  operates  as  an  independent 
business  unit  under  existing 
management. 

In  September  1994,  NDC  acquired 
Mercantile  Systems,  Inc.,  a Chicago-based 
check  guarantee  company. 


Page  6 of  1 2 


O INPUT  1996.  Reproduction  prohibited. 


National  Data  Corporation 
February  1996 


INPUT  Vendor  Profile 


In  July  1994,  NDC  acquired  L3dec  Systems, 
Inc.  of  Salt  Lake  City  (UT),  a provider  of 
medical  and  dental  practice  management 
software  to  approximately  6,000  users. 

In  June  1994,  NDC  acquired  Yes  Check, 

Inc.  of  Chicago,  a provider  of  check 
guarantee  services. 

Employees 

As  of  May  31,  1995,  NDC  had 
approximately  1,900  employees. 

The  company  currently  has  approximately 
1,950  employees. 

Key  Products  and  Services 

Health  Care 

NDC  provides  electronic  claims  processing, 
adjudication  and  payment  systems,  funding 
capabilities,  practice  management  turnkey 
systems  and  clinical  database  information 
for  pharmacies,  dentists,  physicians, 
hospitals,  HMOs,  clinics  and  nursing 
homes. 

NDC’s  EasyClaim™  real-time  electronic 
claims  processing  service  is  offered  to 
pharmacies,  dentists,  hospitals,  HMOs  and 
preferred  provider  organizations. 

• The  service  provides  electronic  eligibility 
verification,  patient-specific  benefit 
coverage,  claims  data  capture  and  editing, 
claims  adjudication,  and  retrospective  and 
prospective  drug  utilization  review.  Real- 
time claims  authorization,  data  capture 
and  adjudication  is  supplied  via  the  NDC 
National  Health  Care  Information 
Network. 

• This  service  enables  the  customer  to 
speed  up  claims  collection  and 
reconciliation  while  eliminating  paper 
processing  by  sending  the  claims 
electronically  to  NDC,  which  in  turn 


processes  the  claims  and  transmits  them 
to  payers. 

• NDC  links  approximately  60,000  health 
care  providers  at  49,000  locations  with 
virtually  every  major  insurance  carrier 
and  third-party  administrator  for 
processing  and  adjudication  of  insurance 
claims. 

EasyClaimPLf7S™,  released  during  fiscal 
1994,  allows  physicians  and  other  health 
care  providers  to  verify  insurance  eligibility 
coverage  and  accept  credit  and  debit  card 
payments  from  a single  terminal. 

ProDUR®  is  NDC’s  proprietary  clinical 
adjudication  system. 

Claim*Net,  acquired  in  1995,  is  a claims 
processing  software  package  for  physicians. 

DataStat®  is  a turnkey  pharmacy 
management  system  designed  for 
independent  and  chain  pharmacies, 
hospitals,  HMOs,  clinics  and  nursing 
homes. 

• DataStat  supports  patient  registration, 
drug  recordkeeping,  private  and  third- 
party  billing,  inventory  control  and 
ordering,  automatic  price  updating, 
management  reporting  and  drug  database 
updates  to  detect  clinical  dispensing  and 
prescribing  errors. 

• DataStat  is  available  on  PC  and 
minicomputer  platforms.  NDC’s 
electronic  point-of-sale  systems  are  fully 
integrated  into  the  DataStat  product  line, 
providing  credit  and  debit  card  processing 
capabilities  and  associated  inventory 
reporting  and  ordering. 

• DataStat  systems  are  currently  installed 
at  more  than  4,000  locations. 
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As  a result  of  the  acquisition  of  Zadall 
Systems  Group,  NDC  offers  a pharmacy 
system  to  pharmacy  chains  in  the  U.S.  and 
Canada. 

NDC  also  offers  a physician  management 
system  (acquired  with  Lytec  Systems  in 
1994)  that  provides  patient  scheduling, 
hilling  and  collection,  patient  record 
accounting,  insurance  claims  information 
and  electronic  processing.  There  are 
approximately  7,000  users  of  the  system. 

The  NDC  Dental  System,  released  in 
August  1994,  is  a Windows-based  system 
for  IBM  PCs  and  compatibles.  The  system 
incorporates  the  business  automation 
functions  of  the  DataStat  Dental  System 
with  advanced  clinical  functionality. 

The  DataStat  Dental  System  is  an  IBM  PC- 
based  turnkey  system  for  dental  office 
management  that  provides  dentists  with 
patient  record  accounting,  patient 
scheduling  and  recall,  billing  and  collection, 
and  insurance  claims  information  and 
electronic  processing. 

NDC  provides  processing  and  professional 
services  for  health  care  applications  to  state 
and  federal  government  agencies. 

• Medicaid  programs  from  43  states  are 
now  connected  to  NDC’s  health  care 
network  for  either  real-time  transaction 
processing,  eligibility  or  drug  utilization 
review  services. 

• NDC  is  providing  software  support 
services  for  pharmacy  systems  to  the  U.S. 
Department  of  Defense  under  a renewed 
three-year  contract. 

Payment  Systems 

NDC  provides  credit  and  debit  card 
authorization,  check  verification  and 


guarantee,  procurement  card  services, 
merchant  processing,  electronic  tax 
payment  and  filing,  and  vertical  market 
point-of-sale  applications  to  approximately 
200  financial  institutions  reaching  more 
than  350,000  merchant  locations.  The  bulk 
of  these  services  will  be  provided  through 
Global  Payment  Systems,  the  new  company 
formed  with  MasterCard  International. 

Credit  and  debit  card  authorization,  data 
capture  and  product  and  customer  support 
are  provided  primarily  for  Visa  and 
MasterCard  bank  cards.  All  major  cards 
are  supported,  however,  including  American 
Express,  Discover  and  private-label  cards. 

• Authorization  services  are  provided  via 
dial  terminals,  electronic  cash  registers 
and  proprietary  personal  computer 
applications. 

• These  systems  provide  financial 
institutions  and  merchants  v^dth  a 
nationwide  authorization  network  for 
credit  cards,  debit  cards  and  checks.  They 
also  provide  information  collection  and 
reporting  through  point-of-sale  terminals 
located  at  the  merchant’s  place  of 
business. 

• Authorization  requests  are  transmitted 
from  the  merchant  to  the  company  and 
then  to  the  appropriate  source  of  the 
purchaser’s  credit  file.  The  response  is 
then  relayed  to  the  merchant. 

• Approximately  95%  of  all  authorized 
transactions  are  processed  electronically. 

NDC  provides  a terminal-based  electronic 
data  capture  (EDC)  system  that  uses  NDC's 
electronic  point-of-sale  authorization 
system  to  verify  credit  and  permits  the 
terminal  on  the  merchant's  premises  to 
electronically  capture  the  entire  transaction 
and  transmit  necessary  information  to 

National  Data  Corporation 
February  1996 


Page  8 of  1 2 


©INPUT  1996.  Reproduction  prohibrted. 


INPUT  Vendor  Profile 


NDC’s  central  computer  for  faster  clearing 
through  the  banking  system.  This  service  is 
also  available  for  electronic  cash  registers 
and  PC-based  systems. 

• Specialized  applications  for  specialty 
retailers,  restaurants,  hotels  and  oil 
companies  are  also  marketed  by  NDC. 

• Over  130,000  merchant  locations 
currently  use  NDC's  EDC  system. 

NDC  also  offers  a host-based  data  capture 
capability  for  its  EDC  system.  This  system 
differs  from  the  NDC  terminal-based 
system  in  that  it  can  be  accessed  by  first- 
generation  ("dxunb")  dial  terminals  as  well 
as  on-line  point-of-sale  devices  such  as 
electronic  cash  registers  and 
customer/clerk-operated  line  control 
terminals. 

• The  system  processes  credit  and  debit 
card  transactions. 

• NDC  maintains  a host-based  EDC  system 
for  a major  retailer  with  over  2,000  dial 
terminals  in  place. 

The  NDC  Procurement  Card  Service, 
introduced  in  fiscal  1994,  is  a pa3rment 
service  that  links  businesses  that  issue 
procurement  cards  with  their  suppliers. 

• Procurement  cards  are  issued  to 
corporations’  employees  for  business 
purchases.  The  cards  save  money  for 
corporate  purchasing  departments  by 
cutting  paperwork  and  result  in  speedier 
payments  to  suppliers. 

• More  than  100  suppliers  to  Fortune  500 
companies  are  participating  in  the 
program,  including  Xerox  and  the  First 
Chicago  Corporation. 


NDC  provides  tax  filing  and  payment 
services,  including  electronic  state  tax 
payment  via  electronic  funds  transfer  and 
electronic  tax  filing  of  corporate  tax  returns. 

NDC  provides  check  verification  and  check 
guarantee  services.  The  NDC  Check 
Acceptance  Service,  introduced  in  1994, 
ensures  pa3rment  of  checks. 

NDC  also  offers  merchant  credit  card 
processing  services,  including  merchant 
accounting,  authorization,  data  capture, 
customer  service,  credit  and  support 
functions.  These  services  are  currently 
provided  to  55,000  customers  with 
approximately  65,000  total  merchant 
locations  using  point-of-sale  equipment. 

Information  Systems  and  Services 

NDC  provides  a range  of  processing  services 
for  corporate  information  reporting,  tax 
payment  and  filing,  electronic  data 
interchange  (EDI)  and  cash  management. 

Corporate  and  government  organizations 
use  information-reporting  services  to 
collect,  consolidate,  and  report  financial, 
administrative,  and  operating  data  from 
more  than  180,000  locations. 

• The  customer  reports  data  to  NDC  from 
multiple  locations  via  touch-tone 
telephone,  retail  point-of-sale  terminals, 
PCs  or  mainframe  transmissions. 

• NDC  then  consolidates  and  delivers  the 
information  to  support  financial,  sales, 
and  marketing  activities,  inventory 
control  systems,  payroll  administration, 
personnel  management  and  accounting 
functions. 

• Applications  supported  for  information- 
reporting services  include  inventory 
ordering,  payroll  data  collection,  franchise 
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payment  collection,  merchandiser 
reporting,  daily  sales  reporting  and  tax 
reporting. 

• Customers  can  also  use  NDC's  network 
for  financial  planning,  budgeting,  asset 
management,  and  database  management. 

ENACT^^  (Electronic  Network  for  the 
Automated  Collection  of  Taxes)  is  an 
electronic  funds  transfer  (EFT)  service 
offered  by  NDC  that  replaces  bank  handling 
of  paper-based  federal  tax  deposit  coupons 
for  U.S.  Treasury  tax  and  loan  payments. 

• NDC  receives  the  tax  reports, 
consolidates  the  data,  calculates  an 
effective  pa3anent  due  date,  initiates  the 
funds  transfer  process  on  the  appropriate 
date,  and  delivers  the  pa5rment 
information  to  the  IRS  Service  Center. 

• In  addition  to  the  federal  ENACT 
program,  NDC  processes  corporate  tax 
payments  for  9 of  the  16  states  currently 
mandating  use  of  EFT  for  such  payments. 
More  than  11,000  corporations  report  tax 
amounts  and  related  information  to  NDC. 

NDC  Global  Exchange™  is  an  EDI-based 
offering  that  translates  business-to- 
business  commimications  into  standard 
formats,  allowing  the  customer  to  exchange 
payments  and  remittance  information  with 
its  trading  partners  electronically. 

• Transport  90™,  NDC's  data 
communications  software,  manages  the 
automatic  delivery,  receipt,  and 
monitoring  of  data  file  transmissions 
between  multiple  computers  and/or  data 
transmission  devices. 

Cash  Concentration  services  permit 
electronic  concentration  of  local  bank 
deposits  from  an  organization's  remote 


locations  into  central  banks  for  accelerated 
funds  availability. 

• Deposit  reports  are  compiled  and 
transmitted  to  the  concentration  bank 
designated  by  the  customer  for  the 
purpose  of  initiating  funds  transfer  via 
depository  transfer  checks  (DTCs)  or 
electronic  Automated  Clearing  House 
debits. 

• The  same  data  is  also  transmitted  to 
customer  management.  This  service 
accelerates  the  availability  of  cash 
receipts,  enforces  systematic  unit 
reporting,  provides  audit  trails  for 
reconciliation,  and  provides  confidential 
handling. 

Multibank  balance  reporting,  transaction 
initiation,  and  other  enhanced  cash 
management  services  for  banks  are 
provided  through  NDC's  Cash  Management 
Exchange™  (CMX)  and  Networks  for 
Electronic  Transaction  Services  (NETS^). 

• Through  its  network  covering  46 
countries,  NDC  provides  over  120  banks 
with  private-label  services  using  the  CMX 
shared  resources  environment. 

- CMX  enables  banks  to  report  daily 
account  balances  and  supporting 
activity  detail  data  to  their  10,000 
corporate  clients. 

- Using  microcomputers,  interactive  and 
EDC  terminals,  or  NDC  voice  centers, 
corporate  financial  managers  retrieve 
current  multibank,  multicurrency 
account  balance  information  from  NDC's 
system. 

- CMS2000,  a lower-priced  cash 
management  system,  was  introduced  to 
the  European  market  during  fiscal  1992. 
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• NETS  is  an  in-bank  Tandem  NonStop- 
based  system  used  to  deliver  private-label 
cash  management  services.  NETS 
provides  an  upwardly  compatible 
migration  path  from  CMX.  Fifteen  U.S. 
and  six  international  banks  use  the  NETS 
system  to  provide  daily  account  balances, 
support  activity  detail  data,  and  provides 
other  cash  management  services  to  more 
than  20,000  corporate  customers. 

• In  support  of  both  CMX  and  NETS,  NDC's 
Data  Exchange  Service  transfers 
summary  and  detailed  bank  balance 
information  for  third-party  balance 
reporting  systems  and  more  than  110 
banks  in  a network  spanning  over  20 
foreign  countries.  Sending  and  receiving 
over  250  bank  transmissions  daily,  NDC 
consolidates  multibank  information  into 
industry-standard  formats  for  delivery  to 
the  desired  data  exchange  destination. 

• NDC's  Money  Transfer  System  (an 
optional  service  of  CMX  and  NETS) 
allows  corporate  customers  to  transfer  or 
draw  down  funds  from  accounts  anywhere 
in  the  world  in  order  to  achieve  optimum 
return  on  cirrrent-day  funds  and  maintain 
target  balances. 

• Foreign  exchange  and  money  market  rate 
reports  (available  through  CMX  and 
NETS)  are  supplied  to  corporate  financial 
officers  to  assist  in  making  short-term 
investment  decisions. 

• PC-NETS  for  Windows,  introduced  during 
fiscal  1995,  is  a Windows-based  cash 
management  system. 

EDI-related  activities  include  the  following: 

• NDC  has  reached  an  agreement  with 
Racal  Network  Services  to  provide  cash 
management  services  in  the  U.K.  and 
Europe.  NDC  provides  a range  of  bank 

National  Data  Corporation 

February  1 996 


messaging  system  software  enhancements 
to  increase  the  capabilities  of  Racal’s 
NonStop  Tandem-based  EDI  system. 

• During  1993,  NDC,  Tandem  Computers 
and  MPACT  Immedia  formed  an  alliance 
to  build  a messaging  system  that  will 
offer  top  banks  worldwide  a 
comprehensive  financial  EDI  translation 
and  messaging  product  for  electronic 
disbursements  and  collections. 

• NDC  has  partnered  with  U.K.-based 
Logica  Finance  pic  to  sell  and  install 
components  of  its  messaging  systems  to 
Telekurs,  a leading  Swiss 
telecommunications  company.  Logica  and 
NDC  are  working  on  a number  of  joint 
EDI  opportunities  in  Europe  and  South 
Africa. 

• NDC  provided  its  bank  messaging  product 
for  financial  EDI  to  the  Bank  of  America 
and  Barnett  Bank. 

• In  the  area  of  student  loan  remittance 
processing,  NDC  receives  proprietary 
disbursement  files  from  banks  and 
delivers  the  data  electronically,  in  either 
standard  EDI  or  proprietary  format. 

For  the  past  four  years,  in  conjunction  with 

Price  Waterhouse,  NDC  has  been  providing 

information  reporting  services  for  the  U.S. 

Postal  Service’s  first-class  mail  delivery 

performance  measurement  system. 

• In  1994,  the  Price  Waterhouse/NDC 
partnership  won  two  additional  contracts 
to  provide  similar  services  for  the  U.S. 
Postal  Service  second-class  and  third- 
class  mail. 

• The  information  collected  by  NDC  is  used 
to  generate  reports  and  provide  better 
mail  delivery  services. 
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Computer  Operations 

NDC  maintains  two  computer  processing 
sites  in  Atlanta  (GA),  one  in  El  Monte  (CA), 
one  in  Rockville  (MD),  and  one  in  Hanover 
(MD).  NDC  also  maintains  regional  centers 
in  Toronto  (Canada),  London  (England)  and 
Dallas  (TX). 

• Unisys  mainframes  and  the  OS/2200 
operating  system  are  used  for  large-scale 
transaction  and  batch  database 
processing. 

• Tandem  fault-tolerant  computers  and  the 
Guardian  operating  system  are  used  for 
high-volume,  fast-response  transaction 
processing. 

• Client/server  technology  is  used  for  user 
database  applications. 

• UNIX-  and  Windows-based  systems  are 
used  for  focused  communication 
applications  systems. 

• These  systems  are  linked  via  high-speed, 
fiber  optic-based  networked  backbones  for 
file  exchange  and  intersystem 
communication  purposes. 

Marketing  and  Sales 

Health  Care — ^NDC’s  practice  management 
systems  are  marketed  directly  through 
NDC  personnel  and  jointly  with 
pharmaceutical  wholesalers.  The  practice 
management  system  for  physicians  is  sold 
through  third  parties  and  direct  marketing. 
Electronic  claims  processing  services  are 
marketed  directly  through  NDC  personnel. 

Payment  Systems — Services  are  marketed 
principally  through  bank  relationships, 
independent  contractors  and  NDC 
personnel.  Credit  card,  debit  card,  check 
verification  and  check  guarantee  services 
are  provided  through  direct  distribution  to 


merchants  as  well  as  indirectly  through 
financial  institutions. 

Information  Systems  and  Services — Cash 
management,  tax  payment  and  filing, 
information  reporting  and  EDI  services  are 
marketed  through  a direct  sales  force. 

Competitors 

Health  Care — ^NDC  competes  principally 
with  General  Computer  Corporation,  QS/1 
and  the  3PM  unit  of  McKesson  Corporation 
in  the  pharmacy  systems  market.  The 
principal  competitors  in  the  dental  systems 
market  are  Softdent  and  Dentech.  The 
main  competitors  in  the  physicians’  systems 
market  are  The  Computer  Place’s  MediSoft 
product  and  Medical  Manager,  sold  by 
Systems  Plus,  Inc.  In  the  electronic  claims 
processing  market,  principal  competitors 
include  Envoy  Corporation  and  Electronic 
Data  Systems. 

Payment  Systems — ^Principal  competition 
comes  from  First  Data  Corporation  (which 
acquired  First  Financial  Management 
Services)  and  Card  Establishment  Services, 
Inc. 

Information  Systems  and  Services — 
Competition  comes  from  systems  operated 
in-house  by  banks,  from  systems  offered  by 
other  third  parties  and  from  methods 
traditionally  used  by  companies  to  report 
and  compile  bank  deposits. 
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COMPANY  PROFILE 


NATIONAL  DISTRIBUTOR 
SYSTEMS,  INC. 

959  Main  Street 
Stratford,  CT  06497 
Phone:  (203)378-6010 
Fax:  (203)377-5585 


John  Hillgen,  President  and  CEO 
Private  Company 
Total  Employees:  10 
Total  Revenue,  Fiscal  Year  End 
12/31/91:  $3,500,000 


The  Company  National  Distributor  Systems,  Inc.  (NDS),  founded  in  1982,  provides 

the  CONTROL™  family  of  minicomputer-based  turnkey  systems 
and  professional  services  exclusively  for  the  wholesale  food 
distribution  industry. 

Total  1991  revenue  reached  $3.5  million,  a 16%  increase  over  1990 
revenue  of  $3  million.  A three-year  revenue  summary  follows; 


NATIONAL  DISTRIBUTOR  SYSTEMS,  INC. 
THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

Revenue 

• Percent  increase 

$3.5 

$3.0 

$3.2 

(decrease)  from 
previous  year 

16% 

(7%) 

N/A 

NDS  management  attributes  the  increases  in  revenue  to  a steady 
increase  in  both  sales  of  new  equipment  and  annual  support 
contracts,  and  to  maintenance  of  high  customer  satisfaction  with 
previous  support  contracts. 

As  of  December  31, 1991,  NDS  had  approximately  10  employees, 
segmented  as  follows: 


Marketing  and  sales  1 

Customer  support  6 

Research  and  development  1 

Computer  operations  1 

General  and  administrative  1 


10 
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Key  Products  and 
Services 


NDS'  major  competitor  is  IBM. 


Approximately  60%  of  NDS'  1991  revenue  was  derived  from 
turnkey  systems,  and  the  remaining  40%  from  professional  services. 
This  revenue  breakdown  was  basically  the  same  for  1990  and  1989. 

• Approximately  50%  of  1991  revenue  for  turnkey  systems  was 
derived  from  equipment,  and  the  remaining  50%  from  packaged 
software. 

• Approximately  20%  of  1991  revenue  for  professional  services 
was  derived  from  education  and  training,  and  the  remaining  80% 
from  software  development.  All  of  this  revenue  was  derived 
from  the  wholesale  distribution  industry. 

CONTROL™,  introduced  in  1975,  is  NDS'  integrated  turnkey 
system  that  is  designed  for  wholesale  food  distributors.  CONTROL 
systems  are  modularly  designed  and  operate  on  DEC  PDP-11  series 
minicomputers  running  the  CTS  300  operating  system  and  DEC 
VAX  series  minicomputers  running  the  VMS  operating  system. 

There  are  currently  more  than  200  CONTROL  turnkey  system 
installations. 

• CONTROL  system  modules  include  the  following: 

- The  Order  Processing  System  is  the  foundation  of 
CONTROL.  System  capabilities  include  accounts  receivable, 
invoicing,  inventory  control,  order  entry,  picking,  pricing,  and 
purchasing;  sales  commissions  and  analysis;  and 
transportation  routing. 

Optional  order-processing  modules  include  salesperson 
remote  order  entry  and  parametized  bid  system. 

- The  Manufacturing-Bill  of  Materials  System,  introduced  in 
1988,  is  designed  for  food  manufacturers/processors  as  a front 
end  for  the  Order  Processing  System.  It  allows  manufacturers 
to  project  their  materials  requirements,  receive  raw  inventory, 
and  update  finished  goods. 

The  Manufacturing-Bill  of  Materials  System  is  priced  at 
$15,000,  including  installation  and  training.  The  system 
currently  has  four  installations  in  the  U.S. 

- The  Accounts  Payable  System  monitors  and  controls  incoming 
vendor  invoices,  liability  and  discounts,  check  and  voucher 
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preparation,  expense  and  vendor  analysis,  and  maintains 
historical  data  with  optional  check  reconciliation  and  detailed 
vendor  payment  history.  The  system  can  support  up  to  nine 
different  companies  and  can  be  integrated  with  the  General 
Ledger  System. 

- The  Payroll  System  provides  automatic  gross-to-net 
preparation  of  payroll  checks  and  earnings  stubs  for  up  to  nine 
companies.  The  system  can  be  integrated  with  the  General 
Ledger  System. 

- The  General  Ledger  System  provides  financial  reporting  on  a 
departmental,  consolidated,  summary,  budgeted,  or 
comparative  basis.  Up  to  nine  companies  can  be  supported, 
and  the  system  interfaces  with  Payroll,  Accounts  Payable,  and 
Order  Processing. 

- The  Vehicle  Cost  and  Maintenance  Scheduling  System  is  a 
standalone  software  module  designed  to  inform  the  user  when 
vehicles  are  due  for  scheduled  maintenance  and  to  capture 
costs  by  repair  codes  and  vehicles. 

The  system  is  built  around  four  information  files,  including 
Vehicle  Master,  Repair  Master,  Preventive  Maintenance 
Master,  and  Repair  History. 

- There  are  approxiamtely  20  other  optional  system  modules 
available. 

CONTROL  software  prices  include  installation  and  training.  The 
Order  Processing  System  price  ranges  from  $15,000  to  $35,000. 
Accounts  Payable,  Payroll,  General  Ledger,  and  Vehicle  Cost  and 
Maintenance  Scheduling  are  priced  at  $2,000  each.  Maintenance 
fees  range  from  $2,800  to  $4,700  annually.  There  are  over  200 
systems  currently  installed. 

The  CONTROL  turnkey  system  software  is  based  on  DIBOL 
source  code.  It  operates  on  DEC  PDP-11  computer  systems 
running  under  CTS-300  OS  as  well  as  DEC  VAX  computer  systems 
running  under  VMS  OS. 

PC  INTERFACE  TO  CONTROL™,  introduced  in  1988,  allows 
CONTROL  users  to  access,  download,  and  manipulate 
minicomputer-based  data  from  a PC  using  off-the-shelf  commercial 
microcomputer  applications  software.  Compatible  PC  software 
categories  include  spreadsheets,  desktop  publishing,  word 
processing,  and  others. 
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Industry  Markets 


Geographic 

Markets 


Computer 
Hardware  and 
Software 


RoadNet™,  a UPS  proprietary  routing  system  application,  is  a 
compatible  PC  application. 

PC  INTERFACE  TO  CONTROL  runs  on  IBM  and  compatible 
PCs  and  ranges  in  price  from  $500  to  $2,000.  There  are  currently 
150  installations  in  the  U.S. 


Virtually  100%  of  NDS'  1991  revenue  was  derived  from  the 
wholesale  distribution  industry,  primarily  from  food,  tobacco  and 
candy,  and  paper  distributors. 


One  hundred  percent  of  NDS'  1991  revenue  was  derived  from  the 
U.S. 


NDS  has  the  following  computers  installed  at  its  data  center  in 
Stratford  (CT)  in  support  of  its  services  and  products: 

• 3DECPDP-lls,CTS-300 

• 2DECVAXS,  VMS 

• 1 IBM  PC,  IBM  DOS 
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. Payroll  is  priced  at  $15,000. 

. Accounts  Payable/ General  Ledger  is  priced  at  $24,000. 

. Materials  Inventory/Job  Cost  Accounting  is  priced  at  $70,000. 

• NCC  will  be  offering  disaster  recovery  backup  services  by  the  end  of  1981. 

As  of  October,  NCC  had  not  signed  any  clients  for  this  service  but  has 
plans  to  work  with  a consortium  of  data  processing  users  in  the 
Charlotte  (NC)  area. 

Prospective  users  will  pay  a monthly  fee  to  NCC  for  the  right  to  use  a 
designated  amount  of  backup  power  on  demand. 

• Professional  consulting  and  customer  programming  services  will  be  provided  to 
utility  companies  by  late  1981  as  a result  of  NCC's  joint  venture  with  Ebasco 
Business  Consulting  Company. 

INDUSTRY  MARKETS 

• Ninety  percent  of  NCC's  revenues  are  derived  from  over  75  utility  companies, 
ranging  in  size  from  3,000  to  100,000  utility  accounts.  About  40%  of  these 
customers  are  owned  or  controlled  by  local  (municipal)  governments.  The 
remaining  10%  is  equally  divided  between  manufacturing  and  computer  ser- 
vices fi  rms. 

GEOGRAPHIC  MARKETS 

• NCC's  clients  are  located  throughout  the  central,  eastern,  and  southern  United 
States. 

COMPUTER  HARDWARE 

• One  Amdahl  470/V8  running  under  MVS. 

• NCC  uses  IBM's  SDLC  protocol  in  a data  communications  network  which 
includes  IBM  3270s  and  3767s  with  both  dedicated  leased  communications  and 
dial  up  capabilities  (300  to  9600  baud  range). 
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COMPANY  HIGHLIGHT 


NETWORK  COMPUTING  CORPORATION  Jim  Jones,  President 

5301  - 77  Center  Drive,  Suite  40  80%  owned  subsidiary  of  National 

Charlotte,  North  Carolina  28210  Spinning  Co.  Inc.  (AMEX) 

(704)  525-8810  Total  employees:  60 

Total  revenues:  $3,000,000 
Non-captive  computer  services 
revenues:  $2,700,000 


THE  COMPANY 

• Network  Computing  Corporation  (NCC)  was  founded  in  January,  1971.  It 
provides  remote  computing  services  to  the  utility  industry.  In  fiscal  1977,  10% 
of  revenues  were  derived  from  the  parent  company,  a yarn  manufacturer. 

• Revenues  for  fiscal  1978  are  expected  to  reach  approximately  $3.9  million,  an 
increase  of  30%  over  1977  revenues. 

Management  reports  NCC  has  been  profitable  since  1973. 

About  10%  of  1977  revenues  were  spent  on  research  and  development. 

• NCC's  current  number  of  employees,  60,  is  expected  to  increase  to  75  by  the 
end  of  1978.  Employees  are  currently  distributed  as  follows: 


Marketing/sales  4 

Customer  support/software  services  26 

Computer  operations  (include  quality 
and  production  control)  18 

General  and  administrative  (includes 
three  officers  and  nine  secretaries 
and  accounting  clerks)  12 


60 


KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  non-captive  computer  services  revenues  for  fiscal 
1977  are  generated  by  processing  services  as  shown  below: 

Interactive  remote  computing:  80% 

Remote  batch:  20% 
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Processing  services  are  specialized  to  serve  the  utilities  industry  and  both  the 
interactive  and  batch  modes  are  used  to  process  many  of  the  following 
applications: 

Accounts  payable 

Accounts  receivable 

General  ledger 

Payroll 

Purchasing 

Inventory  control 

Job-cost  and  sales  analysis 

NCC  expects  the  volume  of  consumer  utility  accounts  processed  during  1978 
to  exceed  1.25  million.  The  1977  account  volume  surpassed  I million,  a 33% 
increase  over  1976  and  a ten-fold  jump  from  1971. 


APPLICATIONS  Industry  specialized  applications  are  provided  to  utilities. 


INDUSTRY  MARKETS  The  majority  of  non-captive  processing  services  are  marketed 
to  the  utilities  industry,  mostly  electricity  and  water  companies.  Some  of  these 
customers  are  owned  or  controlled  by  local  governments.  Percentage  distribution  of 
revenues  by  industry  Is  as  follows: 

Utilities  90% 

Manufacturing  (discrete  and  process)  5 

Computer  services  5 

100% 


GEOGRAPHIC  MARKETS  NCC's  computing  customers  are  located  in  13  states. 
Revenues  are  geographically  distributed  as  shown  below: 

South  Atlantic  states  (about  60%  In  the  Carol inas 


alone)  66% 

East  South  Central  states  2 1 

East  North  Central  states  (Wisconsin  mostly)  10 

Pacific  coast  (California)  3 


100% 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• NCC  uses  an  Amdahl  470/V5  running  under  OS  and  VS  I to  perform  its  services. 
Soon  the  systems  software  will  be  converted  to  MVS.  NCC  uses  IBM's  SDLC 
protocol  in  a data  communications  network  which  includes  IBM  3600s  and 
3790s. 

• Communications  links  in  the  network  are  exclusively  leased  lines. 
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NETWORK  DATA  PROCESSING 
CORPORATION 
32  I Third  Street  Southeast 
Cedar  Rapids,  I A 52401 
(319)  365-8691 


John  D.  Ballard,  President 
Public  corporation,  OTC 
Total  employees:  90 
Total  revenues  for  fiscal  year  end 
3/31/78;  $2,612,151 
Non-captive  computer  services 
revenues:  $ 1 ,754,200 


THE  COMPANY 

• Network  Data  Processing  Corp.  (NDP)  was  incorporated  in  Iowa  in  1956.  Since 
then  it  has  provided  data  processing  services  to  approximately  300  users  in 
insurance  companies,  municipal  government,  utility  companies,  and  other 
industries. 

• Revenues  for  fiscal  1978  of  $2.6  million  were  $251,000  less  than  1977  revenues 
of  $2.9  million,  a decline  of  9%.  Fiscal  1978  was  also  an  unprofitable  year  for 
NDP,  as  shown  in  the  table  below; 


Five  Year  Financial  Summary  for  NDP 
(Dollars  in  Thousands  Except  Per  $hare  Amounts) 


Fiscal  Year 

Item 

1978 

1977 

1976 

1975 

1974 

Revenues 

$2,612 

$2,863 

$2,258 

$1,858 

$1,440 

Income  taxes 

$ (298) 

71 

175 

99 

(136) 

Income  (loss)  before 
extraordinary  items 

$ (764) 

96 

184 

103 

(134) 

Net  income 

$ (764) 

136 

184 

103 

(134) 

Net  income  per  share 
of  common  stock 

$(l.20) 

0.22 

0.30 

0.16 

(0.20) 

Management  attributes  the  decline  in  revenues  to  three  factors:  high, 
non-recurring  expenses  associated  with  the  write-off  of  assets  of  its 
California  subsidiary,  several  customers  converting  to  in-house  systems, 
and  involvement  in  litigation  with  some  customers. 
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- Three  percent  ($78,400)  of  fiscal  1978  revenues  were  generated  by 
captive  sales  to  an  affiliate,  Taylor  Ballard  & Company  (Cedar  Rapids, 
lA),  an  actuarial  consulting  firm.  No  captive  revenues  were  derived 
from  NDP's  two  wholly  owned  subsidiaries,  NDP  of  California  and 
Network  Business  Forms,  Inc. 

Fornnerly  Datavision,  Inc.  (Los  Angeles),  NDP  of  California  was 
acquired  by  NDP  in  1976.  It  offers  remote  computing  services  to 
municipalities,  schools,  manufacturers,  and  other  companies. 

. Network  Business  Forms,  Inc.  (Cedar  Rapids)  provides  forms  and 
computer  supplies  to  the  general  market. 

Non-computer  services  revenues  come  from  the  sale  of;  business  data 
processing  forms,  BAF  media  products,  and  minicomputer  hardware  (on 
an  OEM  basis). 

Two  customers  generated  approximately  10%  of  total  revenues  in  fiscal 
1978. 

• Of  NDP's  90  employees,  five  are  salesmen. 


KEY  PRODUCTS  AND  SERVICES 

• The  majority  of  fiscal  1978  computer  services  revenues  were  generated  by 
processing  services  as  shown  below: 


NDP  Computer  Services  Revenues 
Fiscal  1974-1978 


' — — Fiscal  Year 

Item  ' 

1978 

1977 

1976 

1975 

1974 

Processing  services 

67% 

58% 

52% 

53% 

66% 

Software  products 

24 

36 

43 

41 

34 

Percent  of  total  revenues 

91% 

94% 

95% 

94% 

100% 

The  majority  of  fiscal  1978  processing  revenues  were  from  batch  services  as 
shown  below: 


- 

Batch  processing 

52% 

- 

Interactive  remote  computing 

40 

- 

Facilities  management 

8 

100% 

Processing  services  include  VALU-LIFE,  a specialty  service  for  insurance 
companies  and  general  business  services. 
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VALU-LIFE  is  a specialty  package  for  life  and  health  insurance 
companies.  It  includes  processing  for; 

. File  maintenance 

. Accounting 

. Statutory  valuation 

. GAAP  valuation 

. New  business 

. Billing 

. Commission 

. Claims 

. Dividends 

. Loans 

. Flexible  premium  annuities 
. Policy  changes 

. In  force  reporting 

. Policy  exhibits 

. Premium  accruals 

Processing  for  companies,  municipalities,  and  schools  includes: 

. Accounting 

. Payroll 

. Inventory  control 

. Labor  distribution 

. Sales  inquiry 

. Sales  analysis 

. Accounts  receivable 

. Invoicing 

VALU-LIFE  and  most  of  the  other  applications  are  offered  in  batch 
mode.  Accounts  receivable,  inventory  control,  sales  inquiry,  and 
invoicing  are  also  available  in  interactive  remote  computing  mode. 

• NDP's  sole  software  product  is  ILA  (Insurance  Logistics  Automated),  a modular 
software  package  for  life,  health,  and  credit  insurance  companies.  NDP 
provides  implementation,  customer  training,  and  customization;  ILA  has  the 
following  modules; 

3 

ILA  performs  life  and  health  insurance  processing  with  on-line  inquiry 
and ^ata  entry. 

ILA^  is  a COBOL  data  base  system  for  life  and  health  insurance 
companies.  The  data  base  manager  provides  interactive  data  updates 
and  inquiry. 

LILA  MARK  II  (Life  Insurance  Logistics  Automated)  serves  life  insur- 
ance companies.  It  operates  in  31  hardware  environments  including 
IBM,  Amdahl,  ICL,  Data  General,  Honeywell,  and  other  hardware 
supporting  COBOL. 

HILA  (Health  Insurance  Logistics  Automated)  performs  specialized 
functions  for  accident  and  health  insurance  companies. 
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CRILA  (Credit  Insurance  Logistics  Automated)  performs  credit  insur- 
ance company  applications. 

. CRILA  Mark  I was  designed  for  small  credit  insurance  com- 
panies. 

CRILA  Mark  II  was  designed  for  larger  companies.  It  includes 
reinsurance  and  corporate  claims  administration  subsystems. 


APPLICATIONS  General  business  services  generated  approximately  58%  and  industry 
specialty  services  for  the  insurance  industry  42%  of  processing  revenues  for  fiscal 


INDUSTRY  MARKETS  The  insurance  industry  generated  the  majority  of  fiscal  1978 
revenues  as  shown  below  (all  figures  are  approximate); 


Process  manufacturing 

2% 

Insurance 

57 

Education 

4 

Distribution 

27 

Retail 

7 

Wholesale 

20 

Municipal  government 

10 

100% 

GEOGRAPHIC  MARKETS  Revenues  for  fiscal  1978  were  generated  entirely  within 
the  U.S.  as  follows  (all  figures  are  approximate): 


Middle  Atlantic 

22% 

East  North  Central 

15 

West  North  Central 

20 

East  South  Central 

10 

Pacific  (primarily  California) 

27 

Trinidad 

5 

Puerto  Rico 

1 

100% 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• Processing  services  are  provided  on  the  following  equipment; 

Two  Honeywell  2040  mainframes  used  for  interactive  remote 
computing. 

Two  Honeywell  3200  mainframes  used  for  batch  processing. 

One  Data  General  ECLIPSE  C/330  System  is  used  for  interactive 
remote  computing  and  remote  batch  processing. 

One  IBM  System/370  Model  165  used  for  interactive  remote  computing. 
One  IBM  System/370  Model  155  used  for  batch  processing  and  back-up 
for  the  Model  165. 

• In  addition  to  the  mainframes,  approximately  45  minicomputers  are  installed 
at  user  locations.  These  include  the  Data  General  Corporation  ECLIPSE  and 
CS  Systems,  the  Digital  Equipment  Corporation  minicomputers,  and  the 
Datapoint  Corporation  family  of  products  (Cassette  I 100,  Datapoint  I 100, 
2200,  5500,  and  3800  Series  processors). 

• Data  centers  and  sales  offices  are  located  in  Cedar  Rapids,  Chicago,  Los 
Angeles,  and  St.  Paul. 
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NETWORK  EQUIPMENT 
TECHNOLOGIES,  INC. 

400  Penobscot  Drive 
Redwood  City,  CA  94063 
(415)  366-4400 


Bruce  D.  Smith,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  840 
Total  Revenue,  Fiscal  Year  End 
3/31/88:  $90,568,000 


The  Company  Network  Equipment  Technologies,  Inc.  (N.E.T.),  founded  in  May 

of  1983,  develops,  manufactures,  sells,  and  supports 
communications  products  that  allow  large  organizations  with 
significant  amounts  of  information  to  build  and  manage  their  own 
private  networks  connecting  voice,  data,  facsimile,  and  video 
equipment  among  multiple  geographically  dispersed  locations. 

• N.E.T.'s  early  strategy  was  to  get  to  market  first  with  a strong 
T-1  multiplexer  product,  create  a larger-than-life  market 
presence,  and  acquire  the  best  clients  from  the  600  largest 
United  States  T-1  network  users.  Since  then,  the  company  has 
continued  to  develop  along  these  lines,  but  is  also  broadening 
the  potential  market  capture  through  acquisition  and 
development  of  new  products,  extending  their  connectivity  out 
to  the  desktop  terminal  level. 

• The  company's  major  products  are  its  Integrated  Digital 
Network  Exchange  (IDNX)  Transmission  Resource  Managers, 
network  management  systems,  multiplexers,  network 
processors,  and  other  communications  products. 

• The  company  has  entered  into  a major  agreement  with  IBM  for 
research  and  development,  protocol,  and  remarketing  of 
N.E.T.'s  equipment. 

The  company  has  over  90  customers  as  of  April  1988,  including 
Federal  Express,  Chase  Manhattan  Bank,  Merrill  Lynch,  Quotron 
Systems,  and  VISA. 

The  N.E.T.  organization  is  divided  into  five  major  product  groups: 

• The  Integrated  Digital  Network  Exchange  (IDNX)  T-1 
Multiplexer  Group  includes  engineering,  manufacturing,  and 
product  marketing. 
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• The  Network  Management  Group  integrates  the  various 
network  components  by  providing  the  network  management 
console  and  various  diagnostic  interfaces. 

• The  Network  Products  Group  develops  smaller-capacity  IDNX 
products  capable  of  interconnecting  with  the  higher-capacity 
IDNX  network  products. 

• The  ComDesign  Group  manufactures  and  markets  the 
comparatively  lower-speed  (sub  T-1  rate)  statistical 
multiplexers,  data  network  processors,  and  X.25  packet 
assemblers/ disassemblers. 

• The  Systems  Integration  Group  integrates  N.E.T.  equipment 
with  other  non-N.E.T.  equipment.  It  also  performs  physical 
installation  and  training  for  unique  system  applications. 

The  Network  Management  and  Systems  Integration  Groups  have 
components  that  are  services-oriented  and  will  be  covered  in  the 
key  products  and  services  section  of  this  report. 

Total  fiscal  1988  revenue  reached  $90.6  million,  a 91%  increase 
over  fiscal  1987  revenue  of  $47.4  million.  Net  income  rose  196%, 
from  $5.1  million  in  fiscal  1987  to  $15.0  million  in  fiscal  1988.  A ’ 
four-year  financial  summary  follows: 
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NETWORK  EQUIPMENT  TECHNOLOGIES,  INC. 
FOUR  YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/88 

3/87 

3/86 

3/85 

Revenue 

• Percent  increase 

$90,568 

$47,410 

$8,657 

$198 

from  previous  year 

91% 

448% 

★ 

N/A 

Income  (loss)  before 
taxes  and  extraordinary 
credit 

• Percent  increase 

$18,283 

$5,633 

$(6,215) 

$(6,193) 

from  previous  year 

225% 

91% 

- 

N/A 

Net  income  (loss) 

$15,032 

$5,077 

$(6,215) 

$(6,193) 

• Percent  increase 

(a) 

(a) 

from  previous  year 

196% 

82% 

- 

N/A 

Earnings  (loss) 
per  share 

• Percent  increase 

$1.09 

(a) 

$0.41 

(a) 

$(0.67) 

$(0.94) 

(decrease)  from 

previous  year 

166% 

61% 

(29%) 

N/A 

* Percent  change  exceeds  1,000%. 

(a)  Includes  extraordinary  credits  of  approximately  $3.2  million  ($0.23  per  share)  for  fiscal  1988  and 
$2.4  million  ($0. 19  per  share)  for  fiscal  1987  resulting  from  use  of  income  tax  benefit  of  net 
operating  loss  carryforward. 


Fourth-quarter  fiscal  1988  revenue  was  $27.9  million,  a 78% 
increase  over  $15.7  million  for  the  same  period  in  fiscal  1987. 

The  company  attributes  some  of  its  substantial  growth  to  the 
addition  of  major  corporations  such  as  Federal  Express,  Chase 
Manhattan  Bank,  and  Merrill  Lynch.  N.E.T.'s  strategic  alliance 
with  IBM  has  generated  some  additional  customers.  And,  the 
emphasis  on  asset  management,  combined  with  improved  margins, 
produced  a positive  cash  flow,  despite  increased  cash  requirements 
due  to  growth  of  business  volume. 

Revenue  for  fiscal  year  1989  is  expected  to  be  in  the  area  of  $1 16 
million  to  $155  million. 

Research  and  development  expenditures  were  approximately  $9.6 
million  (11%  of  revenue)  in  fiscal  1988,  compared  to  $5.3  million 
(11%  of  revenue)  in  fiscal  1987,  and  $3.3  million  (38%  of  revenue) 
in  fiscal  1986. 
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• The  IBM  contribution  to  research  and  development 
expenditures  began  with  $0.5  million  in  the  third  quarter  of 
fiscal  1988  and  should  increase  to  $1.25  million  in  the  first 
quarter  of  fiscal  1989.  This  will  augment  N.E.T.'s  fiscal  1989 
research  and  development  expenditures  from  10%  of  revenues 
to  12.9%  of  revenues. 

In  1987,  N.E.T.  sold  1.7  million  shares  of  common  stock  at  $16.00 
per  share,  with  net  proceeds  of  $25.9  million,  in  an  underwritten 
public  offering.  In  conjunction  with  the  offering,  each  outstanding 
share  of  preferred  stock  was  converted  into  common  stock.  In 
addition,  85,000  shares  of  common  stock  were  issued  upon 
exercise  and  conversion  of  outstanding  preferred  stock  warrants. 

• In  1987,  5 million  shares  of  preferred  stock  with  a $.01  par 
value  were  authorized.  This  stock,  if  issued,  will  carry 
liquidation  preferences  and  other  rights,  as  determined  by  the 
board  of  directors.  As  of  March  31,  1988,  no  preferred  shares 
were  outstanding. 

Acquisitions  and  new  subsidiaries  include  the  following- 

• ComDesign,  which  N.E.T.  purchased  in  August  1986, 
manufactures  and  markets  multiplexers,  data  networking 
processors,  and  X.25  packet  assemblers/disassemblers. 
ComDesign  products  operate  at  sub-Tl  rates,  addressing  the 
mid-  and  low-end  market  segments.  These  products  are  used  to 
integrate  data  applications  into  IDNX  networks,  extending 
N.E.T.'s  market  capture  all  the  way  to  the  desktop. 

- The  group  serves  over  1500  customers  with  a network  of 
independent  sales  organizations  throughout  the  U.S.,  a 
telemarketing  center  in  Santa  Barbara,  and  distributors  in  26 
countries. 

- In  1987,  ComDesign  had  sales  of  $14  million,  representing 
29%  of  N.E.T.'s  net  revenue.  In  fiscal  1989,  it  is  estimated 
that  ComDesign  will  contribute  13%  of  N.E.T.'s  revenues. 

• N.E.T.  Federal,  Inc.,  incorporated  in  August  1987,  was  created 
to  supply  standard  and  specialized  N.E.T.  products  and  services 
to  federal  government  organizations. 

• N.E.T.,  Ltd.  (London)  is  a new  N.E.T.  subsidiary  that  will 
function  as  a major  support  center  for  sales,  service,  training, 
and  technical  support  in  Europe.  N.E.T.,  K.K.  is  planned  as  a 
new  Tokyo  subsidiary  and  will  perform  the  same  functions  in 
Asia. 
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In  June  1987,  N.E.T,  and  IBM  entered  into  a distribution  and 

product  development  agreement.  Under  this  agreement: 

• IBM  has  marketed  certain  N.E.T.  products  in  the  U.S.  and  has 
the  right  to  market  them  on  a worldwide  basis. 

- IBM  will  initially  market  the  IDNX/70/40/20  using  the 
N.E.T.  logo.  N.E.T.  will  retain  the  sole  rights  to  manufacture 
this  equipment. 

- IBM  will  perform  limited  overseas  sales  after  they  perform 
needed  patent  searches  and  obtain  government  certification 
for  sales  in  major  industrialized  nations. 

• IBM  contributed  funding  and  agreed  to  contribute  further 
funding  and  technology  toward  future  N.E.T.  product 
development. 

- IBM  and  N.E.T.  will  each  contribute  to  R&D  funding  for 
products  that  N.E.T.  will  build,  exclusively.  A high  priority  is 
to  bring  the  N.E.T.  IDNX  product  line  into  conformity  with 
IBM  guidelines. 

- A longer-term  objective  will  be  to  integrate  the  N.E.T. 
product  lines  so  that  N.E.T.  and  IBM  intelligent  devices  can 
exchange  information. 

• IBM  has  obtained  the  right  to  implement  portions  of  N.E.T. 's 
proprietary  technology  in  future  IBM  product  lines. 

- IBM  has  obtained  the  right  to  use  N.E.T. 's  IDNX  T-1 
protocols  in  IBM  equipment.  This  could  mean  that  IBM  will 
eventually  allow  the  IDNX  to  connect  to  the  IBM  3745  front- 
end  processor  and  the  Rolm  CBX  PBX. 

- N.E.T.  and  IBM  have  agreed  to  limited  technology  transfer, 
which  could  lead  to  joint  development  of  local-area  network 
technologies. 


and  The  IDNX/70/40/20  T-1  network  multiplexers  are  the  primary 
products  of  N.E.T.  and  have  a commonality  of  components.  This 
commonality  is  significant  because  the  same  basic  system 
architecture  and  features  are  supported  throughout  the  entire 
product  line. 
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IDNX  T-1  Multiplexers: 

• The  IDNX/70  is  an  expandable,  high-capacity  (up  to  96  T-1 
trunks)  T-1  multiplexer,  switch,  and  transmission  resource 
manager.  The  IDNX/70  accounts  for  an  estimated  40%  of 
N.E.T.'s  equipment  sales  during  calendar  1987  and  will  account 
for  as  much  as  22%  of  all  equipment  sales  during  the  same 
period  in  1989.  The  IDNX/20  has  a projected  rapid  sales 
growth,  which  explains  the  reduction  in  IDNX/70  sales 
forecasts  for  fiscal  1989. 

• The  IDNX/40  serves  up  to  15  T-1  trunks.  This  device  accounts 
for  an  estimated  30%  of  sales  during  calendar  1987  and  has  a 
projected  growth  of  25%  for  fiscal  1989. 

• The  IDNX/20,  the  company's  lowest-cost  T-1  multiplexer 
supporting  up  to  8 trunks,  is  strategically  very  important 
because  of  its  price  performance.  The  IDNX/20  will  account 
for  an  estimated  30%  of  revenue  for  fiscal  1989. 

Network  Management: 

• Network  management  systems  represent  N.E.T.'s  most 
significant  priority-and  for  its  competitors  as  well.  The  basic 
enhanced  access  to  the  IDNX  network  system  is  the  Enhanced 
Operator  Console  (EOC)  system.  The  network  management 
system  itself  uses  a Motorola  68000  microprocessor  and 
associated  memory  modules  in  all  IDNXs.  The  EOC,  which 
allows  the  operator  to  communicate  with  the  network 
management  system,  is  IBM  PC/AT-based  and  will  eventually 
be  adapted  to  the  IBM  PS/2  with  expanded  feature  capabilities. 

• The  new  Integrated  Network  Command  System  (INCS/500)  is 
Sun  Microsystems  oriented  and  uses  an  ORACLE  relational 
distributed  database  management  system.  It  has  features  that 
highlight  an  alarm  status  to  operators  and  take  them  through  a 
detailed  problem  resolution  procedure. 

• The  company  is  developing  the  INCS/Alert  Monitor  which 
provides  access  to  the  IDNX  network  management  system  via 
IBM's  NetView/PC.  It  is  anticipated  that  a subsequent  release 
will  integrate  IDNX  and  NetView  without  the  need  of 
NetView/PC.  Network  management  revenues  will  probably 
account  for  about  15%  of  total  revenue  for  fiscal  1989. 
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ComDesign: 

• ComDesign  manufactures  and  markets  multiplexers,  data 
networking  processors,  and  X.25  packet 
assemblers/disassemblers.  The  equipment  operates  at  sub-Tl 
speeds,  addressing  the  mid-  and  low-end  market  segments. 
These  products  are  used  to  integrate  data  applications  into 
IDNX  networks,  extending  N.E.T.'s  market  capture  all  the  way 
to  the  desktop.  Sales  for  fiscal  1987  were  $14  million,  which 
represents  29%  of  net  revenue.  It  is  estimated  that  fiscal  1989 
ComDesign  sales  will  contribute  13%  to  N.E.T.'s  revenue. 

N.E.T.  offers  a number  of  maintenance  programs,  including 

training  and  special  client  consulting  services. 

• The  Field  Service  organization  draws  resources  from  employees 
and  contract  engineers  when  performing  new  system 
installations.  The  company  indicates  that  it  derives  greater 
flexibility  from  this  combination  by  being  able  to  activate  new 
support  locations  as  the  need  arises. 

• The  company  has  several  maintenance  programs  with  local 
technical  support  in  over  50  major  U.S.  cities  and  over  125 
Field  Service  Engineers.  A Network  Coordinator  is  provided  to 
clients  utilizing  the  24-hour,  7-day-per-week  maintenance 
contracts. 

• A Technical  Assistance  Center  (TAC),  staffed  by  technical 
support  engineers,  provides  24-hour,  7-day-per-week  hotline 
coverage  for  client  and  field  service  technical  assistance. 

• The  integration  engineers  in  the  Systems  Integration  Group 
(SIG)  provide  unique  customer  assistance  through  the 
qualification  of  OEM  equipment  and  engineered,  furnished, 
and  installed  services. 

- The  SIG  group  can  physically  "rack  and  stack"  OEM 
equipment  in  preparation  of  a unique  installation,  perform 
the  system  cutover  installation  tasks,  and  train  the  client's 
personnel. 

- The  SIG  group  can  also  perform  network  management  on  an 
ongoing  basis  including  full-time  operations  personnel  on  the 
client's  site. 

• The  company  provides  a hands-on  training  course  including  a 
basic  telecommunications  course  for  less-sophisticated  clients. 
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Industry  Markets 


Geographic 

Markets 


The  course  stresses  on-the-job  skills  that  the  client  must 
develop  and  perfect  to  support  and  maintain  N.E.T.  products. 

• Should  the  need  arise,  part  of  the  Network  Management  Group 
offers  "Consulting  and  Professional  Services"  (CAPS),  which 
include  designing  and  developing  custom  network  management 
systems  to  meet  the  unique  system  requirements  of  a client’s 
application. 


N.E.T.'s  fiscal  1988  revenue  was  derived  from  the  following 
industries: 


Manufacturing  and  production 

31% 

Diversified  financial  services 

21% 

Utilities  and  communications 

12% 

Commercial  banks  and  thrifts 

11% 

Government  and  defense 

7% 

Retailing 

6% 

Transportation 

6% 

Other 

6% 

100% 

N.E.T.  has  identified  competition/market  share  for  T-1 
multiplexers  as  follows: 


MANUFACTURER 

RANK 

MARKET  SHARE 

Unisys/Timplex 

1 

24% 

N.E.T./IBM 

2 

21% 

DCA/Cohesive 

3 

8% 

General  DataComm 

4 

7% 

AT&T/Tellabs 

5 

7% 

Stratacom 

6 

5% 

Avanti 

7 

4% 

Infotron 

8 

3% 

Others 

9 

21% 

It  should  be  noted  that  the  company  is  expanding  its  operations  to 
the  global  marketplace  and  has  created  an  international  sales  and 
services  organization  to  make  its  communications  products 
available  in  foreign  markets.  IBM  will  perform  certain  key  tasks 
during  this  expansion  effort. 

New  subsidiaries  in  London  and  Tokyo  will  be  augmented  by 
distribution  agreements  in  Switzerland,  France,  Taiwan,  and 
Korea  to  offer  N.E.T.  sales  service,  training,  and  technical  support 
in  Europe  and  Asia. 
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NETWORK  MANAGEMENT,  INC.  Dr.  Howard  Frank,  Chairman  and  CEO 
11242  Waples  Mill  Road  Michael  Muntner,  President 

Fairfax,  VA  22030  Private  Corporation 


(703)  385-4774 

Total  Employees:  400* 

Total  Revenue,  Fiscal  Year  End 
12/31/88:  $30,000,000* 

‘INPUT  estimate 

The  Company 

« 

Network  Management,  Inc.  (NMI)  and  its  subsidiaries  design, 
implement,  and  operate  data  and  voice  telecommunications 
networks.  The  service  is  composed  of  certain  design  and  network 
operational  techniques  in  conjunction  with  various  network 
control  systems  that  result  in  least-cost  networks  operated  by  NMI 
personnel. 

• NMI  was  founded  in  1986  by  Dr.  Howard  Frank.  Prior  to  NMI, 
Dr.  Frank  was  President  of  Network  Analysis  Corporation 
(NAC)  from  1970  to  1981.  In  1982,  he  sold  NAC  to  Contel  and 
became  the  President  of  Contel  Information  Systems,  Inc., 
which  included  the  NAC  business.  He  left  Contel  in  1985.  In 
1988,  he  (NMI)  purchased  the  Information  Systems  division 
from  Contel.  This  division  included  his  old  NAC  business. 

• NMI  was  formed  through  Dr.  Frank's  personal  investment  and 
the  investment  capital  from  five  primary  backers. 

• Michael  Muntner  worked  with  Dr.  Frank  at  Contel  and 
subsequently  joined  NMI  as  President. 

NMI  management  states  that  what  makes  its  company  unique  is 
that  there  are  a relatively  limited  number  of  organizations  that 
offer  a one-stop-shopping  approach  to  network  management. 
Beyond  the  basic  consulting  and  engineering  functions  performed 
by  so  many  system  houses,  NMI  performs  full  facilities 
management  at  the  customer's  site.  The  company  places  multiple 
staff  on-site  through  a combination  of  contractors  and  by 
purchasing  the  customer's  own  network  management  employees 
and  leasing  them  back  to  the  customer. 

With  the  bulk  of  the  company's  business  being  government- 
oriented,  NMI  has  initiated  its  entry  into  the  commercial  network 
(facilities)  management  market  on  a geographically  limited  basis. 
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Active  sales  efforts  are  being  limited  to  the  eastern  U.S.,  with 
companies  such  as  J C Penney  and  First  Boston. 

INPUT  estimates  that  NMI  is  operating  at  a small  loss  or 
breakeven. 

In  October  1987,  NMI  made  its  first  acquisition--CRC  Systems, 
Inc.  (CRC)  of  Fairfax  (VA).  This  purchase  gave  NMI  a significant 
entre  into  the  telecommunications  systems  consulting  business 
with  a large,  primarily  government-oriented  customer  base. 

• CRC  Systems,  Inc.,  performs  engineering  and  consulting 
services  for  the  design,  implementation,  and  facilities 
management  of  information  systems  and  telecommunications 
networks.  CRC  Systems  also  now  has  sales  responsibility  for 
NMI  network  management  proposals  throughout  the  central 
and  western  U.S.  CRC  Systems  currently  has  200  employees. 

Since  that  first  acquisition,  the  company  has  purchased  three  other 
systems  engineering  and  telecommunications  organizations  to 
further  support  its  business  strategies. 

• Programmatics  performs  system  engineering  and  integration. 
Programatics  currently  has  six  employees. 

• Network  Analysis  Corporation  (NAC),  previously  Contel 
Information  Systems,  performs  engineering  and  consulting 
services  for  the  design  of  telecommunications  networks  and 
markets  its  own  network  design  software.  NAC  currently  has 
150  employees. 

• Account  Data  Group  is  a value-added  reseller  of  local-area 
networking  (LAN)  systems  from  Banyon,  Novell,  and  3COM. 
Account  Data  Group  currently  has  40  employees. 

Collectively,  the  four  companies  contribute  various  skills  in  three 
basic  categories: 

• NAC  and  CRC  Systems  perform  project  planning  and 
development. 

• CRC,  NAC,  Account  Data  Group  (ADG),  and  Programmatics 
perform  project  implementation. 

• CRC  Systems  performs  operational  facilities  management. 
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Key  Products  and  NMI  offers  the  following  network  management  services; 

Services 


• Telecommunications  Administrative  Services  include  the 
support  of  cost  analysis,  systems  operation  planning,  technical 
site  surveys,  billing  management,  system  control,  and  clerical 
assistance. 

• Telecommunications  Inventory  Services  include  conducting 
inventory  control  audit,  creating  an  inventory  data  base,  and 
reconciling  billing  against  actual  inventory. 

• Network  Planning  and  Design  Services  include  performing 
strategic  and  business  planning,  requirements  analysis, 
preliminary  design,  RFP  preparation,  and  vendor  evaluation 
and  selection. 

• Automated  Contracting  Systems  generate  requests  for 
proposals  (RFP's)  specifically  for  federal  government 
applications  using  multiple  software  data  bases. 

• Network  Operations  and  Control  Services  include  performing 
on-site  voice  and  data  network  trouble  isolation  and 
restoration,  network  statistics,  management  reports,  vendor 
liaison  and  moves,  adds,  and  changes. 


Industry  Markets  The  company's  services  address  all  government  and  private 

industry  categories. 

INPUT  estimates  that  NMI's  companies  have  500  accounts 
between  them.  Some  of  the  more  significant  accounts  include: 

• State  governments:  the  State  of  California  and  the  State  of 
Delaware 

• Federal  government  agencies:  the  Department  of  Defense's 
Defense  Data  Network  and  the  Environmental  Protection 
Agency's  Network 

• Private  organizations:  MCI,  First  Boston,  Fairchild,  and  Martin 
Marietta 
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COMPANY  HIGHLIGHT 


THE  NEW  YORK  TIMES  INFORMATION 
SERVICE  INC. 

Mount  Pleasant  Office  Park 
I7I9-A  Route  10 
Parsippony,  NJ  07054 
(201)  539-5850 


Robert  S.  November,  President 
Subsidiary  of  The  New  York  Times 
Total  Employees:  over  150 
Total  Revenue,  Fiscal  Year 
End  12/31/80:  $7,000,000* 


PRINCIPAL  BUSINESS  The  New  York  Times  Information  Service  Inc.  (NYTIS)  was 
incorporated  in  1975  to  provide  on-line  data  base  services. 

SOURCE  OF  REVENUE 

Processing  services  100% 

KEY  PRODUCTS  AND  SERVICES 

• The  New  York  Times  Information  Service  currently  offers  eight  on-line  data 
bases. 


The  Information  Bank  is  a current  affairs  data  base  that  contains 
abstracts  of  all  news  and  editorial  matter  from  the  final  late  city 
edition  of  The  New  York  Times  and  selected  material  from  approxi- 
mately ten  other  newspapers  and  47  magazines  published  in  the  U.S., 
Canada,  and  Europe.  The  charge  is  on  usage  basis,  costing  $2.00  per 
minute. 

Key  Issues  Tracking  (KIT)  is  a current  affairs  data  base  created  from 
The  New  York  Times  and  58  other  publications.  KIT  tracks  issues  in  the 
news,  focusing  on  energy,  defense,  business  and  economy,  trade  and 
transportation. 

Advertising  and  Marketing  Intelligence  (AMI)  tracks  and  updates  daily 
references  to  articles  appearing  in  60  major  trade  and  professional 
publications,  including  information  on  advertising  and  marketing  news. 
AMI  tracks  personnel  profiles,  products  and  consumer  trends,  executive 
changes,  mergers,  sales  promotions,  complete  campaigns  and  over  100 
other  subjects. 

Middle  East  Data  Base  (MEDAB)  focuses  on  Middle  East  current  affairs 
and  consists  of  abstracts  drawn  from  articles  in  major  English-language 
international.  Middle  East,  and  Arabic-language  publications.  In  addi- 
tion, special  news  items  and  daily  news  summaries  of  significant  events 
compiled  and  reported  by  the  Middle  East  Research  Centre  are  avail- 
able. 
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THE  NEW  YORK  TIMES  INFORMATION  SERVICE  INC. 


GLOBEDATA  summarizes  most  news  and  editorial  information  of  the 
daily  and  Sunday  Boston  Globe,  and  first  became  available  in  Aoril 
1981. 

New  York  Times  On-Line,  announced  in  July  1981,  offers  on-line  access 
to  The  New  York  Times  stories  in  their  entirety,  beginning  with  the 
June  I,  1980  issue.  It  is  expected  that  there  will  be  an  annual  input  of 
more  than  90,000  stories  in  the  system. 

Deadline  Data  of  World  Affairs,  first  available  in  late  1981,  compiles 
and  presents  a wide  range  of  information  on  every  country  and  major 
organization  in  the  world.  Topics  covered  include  encyclopedic  type 
information  as  well  as  current  events  and  international  foreign  policy. 

Disclosure  On-Line,  first  available  in  late  1981,  contains  information 
from  more  than  I 1,000  publicly-owned  companies  that  file  reports  with 
the  Securities  and  Exchange  Commission,  including  extracts  from  Form 
I OKs,  20Ks,  lOQs,  8K,  and  prospectuses. 

• NYTIS  plans  to  offer  the  Academic  American  Encyclopedia  on-line  in  the  first 
quarter  of  1982.  Several  other  data  bases  will  also  be  available  through  NYTIS 
during  calendar  1982. 

INDUSTRY  MARKETS 

• NYTIS  clients  come  from  a wide  range  of  industry  sectors  including:  banking 
and  finance,  oil  and  energy,  legal,  advertising  and  public  relations,  media 
(newspaper  and  broadcasting),  a variety  of  government  agencies,  and  public 
and  academic  libraries. 

• Most  Fortune  500  companies  are  users  of  NYTIS. 

GEOGRAPHIC  MARKETS 

United  States  85% 

International  (Canada, 

Europe,  Japan,  and  Mexico)  15% 

100% 

• NYTIS  has  branch  offices  in  Chicago,  Houston,  London,  Los  Angeles,  New 
York,  Rosslyn  (VA),  and  San  Francisco. 

COMPUTER  HARDWARE 

• Clients  can  access  NYTIS  data  bases  through  Tymnet,  Telenet,  or  Uninet.  One 
IBM  4341  and  one  IBM  370/148  located  in  Parsippany  are  used. 
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COMPUTER  HARDWARE 


• Remote  computing  centers  for  network  services  are  maintained  in  Stamford, 
CT  and  Sunnyvale,  CA.  The  network  consists  of  90,000  miles  of  telephone 
lines  with  local  dial  up  to  over  100  cities.  Network  services  to  Europe  are 
provided  by  cable  and  backed  up  by  satellite. 

• NCSS  maintains  five  data  centers  with  the  following  equipment: 


Remote  computing: 

. Stamford,  CT 


. Sunnyvale,  CA 

Batch  services: 

. Los  Angeles,  CA 

(RTW  Division) 

. New  York  (two  centers) 

(TBS  Division  & RTW 
Division) 


IBM  3033,  VP/CSS 
IBM  370/168,  VP/CSS 
Amdahl  470  V/6  II,  VP/CSS 
IBM  370/168,  VP/CSS 

IBM  370/158 

IBM  360/30 
IBM  360/40 
IBM  360/50 


Twenty-six  PDP  I I /40s  are  also  used  to  support  network  communication 
activities. 
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EXHIBIT  A 
NCSS 

RCS  NETWORK  APPLICATIONS 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- IBM  3033,  370/168  VP/CSS 

- AMDAHL  veil,  VP/CSS 

• PROGRAMMING  LANGUAGES 

- APL 

- VS  BASIC 

- COBOL 

- FORTRAN 

- PL/1 

• DATA  MANAGEMENT  SOFTWARE 

- NOMAD 

- RAMIS 

- MARK  IV 

- DOCU/MASTER 

- PRONTO 

- SCRIPT  (TEXT  PROCESSING) 

• DATA  BASES  AVAILABLE 

- ONSITE  (CENSUS  AND  SITE  EVALUATION) 

- MARKET  BASE  (ZIP  CODES) 

- CENSAC  (CENSUS  OF  HOUSING) 

- TELSTAT  (STOCK  DATA) 

- MERRILL  LYNCH  ECONOMICS 

- VALUELINE 

• FINANCIAL  APPLICATIONS/TOOLS 

- INFOTAB  (BUSINESS  PLANNING) 

- 861TAX  (FOREIGN  TAX) 

- EMS  (FINANCIAL  MODELING) 

- SPX/TIME  (TIME  SERIES) 

- LAS  (LEASE  ANALYSIS) 

- LVB  (LEASE  VERSUS  BUY) 

- CORPORATE  FINANCIAL  MANAGEMENT 

- BAS  (BUSINESS  ACCOUNTING) 


APPLICATION  AREA/PRODUCT  NAME 


• STATISTICAL/MARKET  RESEARCH 

- SPX  (INTERACTIVE  STATISTICAL) 

- SPSS 

- BMD  (BIOMED  PROGRAMS) 

- SSP  (SCIENTIFIC  SUBROUTINES) 

- CSS/TAB  (OUESTIONNAIRE  ANALYSIS) 

- IMAS  (MULTIVARIATE  ANALYSIS) 

• SCIENTIFIC  AND  ENGINEERING 

- ISPICE  (CIRCUIT  ANALYSIS) 

- LOGCAP  (NETWORK  DESIGN) 

- MICROPROCESSOR  PROGRAM  SUPPORT 

- FLUID  FLOW  (GASS,  GASUS,  LIQSS, 

LIQT) 

- STRUPAK  (STRUCTURAL  ANALYSIS) 

- COMPACT  (FREQUENCY  SIMULATION) 

- AMPSYN  (CAD  FOR  NETWORKS) 

- FILSYN  (FILTER  SYNTHESIS) 

- PROPHESY  (FAILURE  RATES) 

- ICD  S-1  (CIRCUIT  DESIGN) 

• SIMULATION 

- DYNAMO  (DYNAMIC  MODELING) 

- SIMSCRIPT2.5 

- NGPSS  (INTERACTIVE  GPSS) 

- MPS  111/OL  (LINEAR  MODELS) 

- PAUS  (RISK  ANALYSIS) 

• OTHER  KEY  PRODUCTS 

- PROJECT  MANAGEMENT  (PMS  AND 
TELOR  II) 

- GRAPHICS  (DISSPLA  AND  TELL-A-GRAF) 

- PERSONNEL  (PMIS) 

- MEMBERSHIP  ORGANIZATIONS  (CSS 
MAPS) 

- NOMAD  HUMAN  RESOURCE 
MANAGEMENT 
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Nat  1 CSS  Trims  85  in  Mkts.  Realignment 


By  JOHN  VERITY 
WILTON,  Conn.  — National  CSS  has  laid  off  85  marketing 
and  technical  support  employes  as  part  of  a consolidation  of 
its  IBM-compatible  hardware  and  remote  computing  services 
operations. 


The  firm  has  created  an  Integrated 
Systems  & Services  division  under 
Robert  A.  Fischer,  president  of  the 
former  Remote  Computer  Services 
division.  James  S.  McGuire,  formerly 
president  of  the  Computer  division, 
which  had  marketed  Two  Ri-built  3200 
Series  computers,  is  on  "special  as- 
signment,” reporting  to  David  Fehr, 
vice-president  and  general  manager, 
a spokesman  said. 

The  moves  came  last  week  in  the 
midst  of  industry  reports  that 
National  CSS’s  hardware  marketing 
efforts  have  been  behind  plan  due  to 


IBM’s  4300  product  introductions,  the 
economy  and  other  competitive  fac- 
tors. 

It  was  also  learned  that  the  former 
vice-president  of  sales  at  the  Com- 
puter division,  Frank  Roberts,  left  th^ 
company  about  a month  ago  in  what 
the  firm  claimed  was  a move  un- 
related to  last  week’s  reorganization. 

Behind  Plan 

Mr.  Fischer  indicated  last  week 
that  while  3200  series  sales  have  been 
behind  plan.  National  CSS  is  "com- 
mitted to  selling  3200s  because  we 
believe  having  a computer  hardware 
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DEC. 


your  DEC  backplane. 
We  support  Cipher 
Data  Series  700,  800 
and  1000  Tension  Arm  and 
900  Series  Vacuum  Column 
transports.  For  details  call  or 
write  Emulex,  2001  East 
Deere  Avenue, 

Santa  Ana,  Cali- 
fornia 92705.  

(7143  557-7580.  EMULEX 


offering  is  essential  to  our  long-term 
success.” 

He  firmly  added  that  last,  week’s 
reorganization  is  not  the  first  of  a 
series  of  moves  designed  to  phase  out 
the  hardware  marketing  operation. 

Asked  about  sales  of  the  3200,  he 
said  the  firm  has  had  a "very  am- 
bitious plan  for  1980”  which  has  been 
affected  by  several  factors  including 
competitive  products,  the  cost  of 
money  and  the  economy,  but,  he  ad- 
ded, those  were  "minor  factors”  in- 
fluencing last  week’s  changes. 

"Our  primary  reason  for  doing  it  is 
to  get  more  in  tune  with  our 
customers,”  he  said, 

Mr.  McGuire  could  not  be  reached 
for  comment  but  company  sources 
said  he  would  remain  with  the  com- 
pany and  probably  be  responsible  for 
evaluating  new  hardware  offerings. 
These  are  understood  to  include 
larger  probessors  supplied  by  Two  Pi 
and  other  manufacturers,  domestic 
and  foreign. 

'More  Realignments’ 

Sources  also  said  the  firm  would 
probably  undergo  ’’more 
realignments”  in  the  near  future.  In 
addition  to  the  newly-formed  division. 
National  CSS  has  a Zytron  division  of- 
fering computer  output  microfilm, 
and  Turnkey  Systems  supplying  the 
IBM  370  market  with  systems 
software  packages. 

Industry  and  company  sources  dis- 
agreed as  to  the  involvement  of  Dun  & 
Bradstreet,  National  CSS’s  pareni 
company,  in  the  reorganization.  Wall 
Street  analysts  pointed  to  a potential 
intent  to  realign  the  computer  firm 
for  future  use  in  distributing  its  infor- 
mation services  while  company  in- 
siders said  the  parent  has  kept  a 
"hands-off  ” attitude  with  its  sub- 
sidiary. 

D&B  acquired  National  CSS  last 
year  for  $160  million  in  what  is  under- 
stood to  be  the  largest  computer  ser- 
vices acquisition  of  its  kind. 

A company  spokesman  said  the  85 
persons  laid  off  were  let  go  to 
eliminate  "duplication  of  resources.” 
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MFE's  floppy  disk  drives  offer  a combina- 
tion of  advanced  features  you  won't  find 
anywhere  else; 

A head  positioning  system  31/2  times 
more  accurate  than  other  drives.  (In  fact, 
it's  designed  to  be  able  to  handle  double- 
track diskettes.) 

A band  drive  that  needs  no  regular 
realignment. 
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ded  word  process! 

8100  distributed  1 
last  week  with  thi 
text-editing  packag 
der  an  updated  ver, 
operating  system.  1 
Distributed  Office 
is  a $580-per-month  I 
which  enables  users  1 
documents  from  a 37) 

It  is  intended  as  a ml 
users  of  the  Data  F 
sion’s  3730  shared-logi( 
ing  system,  providing  | 
tions,  greater  processi 
greater  disk  capacity, . 

3730,  the  first  office  wd 
system  to  emerge  fror 
Oct.  9,  1978),  remain 
product,  the  firm  added. ’( 
available  in  May,  1981.  ( 

In  addition  to  the  , 
package,  which  requin 
processor  with  at  least  51. 
main  memory,  IB.M  exten 
(Distributed  Office  Suppo. 
availability  to  the  8100.  1 
package  was  introdu 
the  3730  (EN,  Oct.  29,  1 
provides  370  mainframe  su, 
word  processing  document  I 
host  module  for  OS/VSl  and 
environments  is  $907  per  mq 
the  8100/3730  modules  are  i 
month.  1 

Release  2 of  the  DPCX  oj] 
system  will  be  available  next  S 
a $278  monthly  charge.  In  addi 
supporting  word  procel 
periphrals  associated  with  the! 
package,  it  provides  new  capabl 
in  use  of  procedures,  includes  pe 
mance  enhancements,  and  suppd 
general  spool  file  feature  (No  i 
which  is  separately  priced  at  $55 
month.  Release  2 only  runs  on  | 
processors  with  384K  bytes  or  lai) 
memory.  , 

A third  software  release,  Docum! 
Interchange  Facility,  is  designed 
enable  3730  and  8100  DOSF  users  to  i 
cess  host-based  text  managemel 
systems.  It  will  be  available  next  JuB 
at  $350  per  month  for  the  host  modul 
and  $35  per  month  for  the  8100  or  3731 
module.  1 
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WALTHAM,  Mass.  — Honeywell 
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National  CSS  3200  System 


NCSS  currently  has  35  systems  installed  in  customer  locations 
and  an  additional  10  in  internal  ones.  NCSS  would  not 
say  how  many  clients  these  machines  were  spread  over. 


NCSS  does  not  market  the  3200  System  everywhere  in  the  US. 
When  they  get  a prospective  client  they  measure  the 
potential  market  in  that  city  and  determine  whether  it  is 
economically  justifiable  to  establish  a maintenance  office 
there.  If  not,  the  client  must  sign  a separate  contract 
which  would  be  considerably  more  expensive  for  maintenance 
and  would  ensure  only  overnight  response  to  maintenance 


nroblems . 


c 


NCSS 


has  decided  not  to  use  a third-party  to 


rvlce  remote  locations. 
Atlanta 
Boston 
Los  Angeles 
New  Jersey 
Philadelphia 
New  York 
Richmond 
San  Francisco 
Sunnyvale 
Washington  DC 
Westchester  (CT) 


NCSS  currently  services: 


NCSS  plans  to  add  in  1980: 

Chicago 

Dallas 

Detroit 

Houston 

NCSS  also  has  some  service  capability 
through  its  recent  acquisition  of 
Zytron  Data  Systems  in  the  South 


and  Midwest. 

NCSS  stated  they  market  this  system  more  to  non-computer 
services  clients.  The  mix  of  users  presently  is  approximately 
70%  non-services  clients,  30%  converted  from  serive  bureau. 


Info  from  Jim  Franceur 

3200  System  Maintenance  Manager 
(203)  853-7200 
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COMPANY  HIGHLIGHT 


NATIONAL  CSS,  INC. 

. 5^42  WeaLpuiL  Aveime  Ip?- 

luiJL''W>lNorwalk , CT  --04^1- 


1 


(203) 


Robert  E.  Weissman,  President 
Public  corporation,  AMEX 
Total  employees:  692 
Total  revenues,  fiscal  year 
end  2/28/77:  $41.7  million 


THE  COMPANY 


• Founded  in  1967,  National  CSS,  Inc.  (NCSS)  is  primarily  a remote 
computing  services  firm  providing  predominately  utility  services 
to  more  than  9500  users  in  over  100  cities  in  North  America  and 
Europe.  Raw  time,  also  available  over  the  network,  is  not 
marketed  by  NCSS. 

• Between  1976  and  1977  revenues  grew  17%  from  $35.6  million  to 
$41.7  million  while  net  earnings  grew  49%  from  $2.1  million  to 
$3.2  million. 


• This  increase  in  profitability  is  part  of  a conscious  effort  to 

leverage  investment  in  hardware  and  software  through  expansion  of 
the  customer  base.  The  success  of  this  strategy  is  reflected  in 
steadily  increasing  pretax  and  net  earnings  in  1976,  1977,  and  first 
quarter  1978.  Net  earnings  for  1977  were  additionally  increased 
because  of  an  investment  tax  credit  obtained  for  the  1976  purchase 
of  an  Amdahl  470  V/6  system. 


• In  1974,  NCSS  acquired  TBS  computer  centers  and  its  subsidiary 
Computer  Network.  Since  1974,  NCSS  has  not  acquired  any  com- 
panies although  it  has  an  extremely  active  program  of  identifying 

frpyv  Crip  6^  m>^- 

• The  (Company  has  almost  700  employees;  Half  or  whom  are  in  marketing 
or  marketing-related  functions,  34%  in  administrative  functions, 
and  16%  in  operations. 


CO 


• During  the  last  year,  NCSS  has  concentrated  on  the  following  develop- 
ments : 

- Adding  to  the  number  of  NOMAD  users. 

- Increasing  profits  and  revenues. 

Purchasing  the  Amdahl  V/6. 

Increasing  new  sales  offices  by  20% 

Bringing  a new  product  to  market:  EMS  (Economic  Modeling  System). 

- Entering  into  an  agreement  with  Merrill  Lynch  to  enable  NCSS 
users  to  access  several  economic  data  bases  developed  by 
Merrill  Lynch. 
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KEY  PRODUCTS  AND  SERVICES 


• Ninety-three  percent  of  NCSS  annual  revenues  were  derived  from  the 
sale  of  remote  computing  services.  The  remainder  came  from  facil- 
ities management  and  professional  services  contracts. 

• The  company's  most  significant  product  is  NOMAD,  a relational  data 
base  management  system  introduced  in  1976.  It  is  currently  genera- 
ting revenues  at  a rate  of  $800,000  per  month. 

• The  growth  of  NOMAD  users  is  best  illustrated  by  the  following 
table  showing  the  growth  in  NOMAD  revenues  since  1976. 

FY  1976 

1st  Quarter 
4th  Quarter 

FY  1977 

1st  Quarter 
4th  Quarter 

FY  1978 

2nd  Quarter 

• EMS  a financial  modeling  language  is  a software  system  providing 
capabilities  to  manage  and  display  economic  and  financial  informa- 
tion. It  also  constructs  and  simulates  econometric  corporate  and 
other  models.  The  EMS  file  structure  and  access  procedures  can 
handle  shared,  restricted,  or  private  files  as  well  as  models,  re- 
ports, and  programs.  EMS  allows  the  customer  to  design  reports 
including  tables  and  graphs  of  any  desired  format  using  a command 
language  which  does  not  require  knowledge  of  programming. 

• Infotab  is  another  financial  modeling  language  which  is  used  to 
prepare  tables,  forecasts,  and  analytical  reports.  Simple  to  use, 
the  tables  are  prepared,  stored,  and  modified  when  necessary  on  a 
KB  CRT. 

• The  data  bases  obtained  through  Merrill  Lynch,  used  with  EMS,  pro- 
vide a powerful  econometric  tool. 

• Other  packages  offered  by  NCSS  include: 

SPX,  a statistical  package 

RAMIS,  a data  base  management  system 

- MARK  IV,  a data  base  management  system 

- ISPICE,  an  integrated  circuit  design 


$ 21,000 
359,000 


649,000 

1,388,000 


$1,800,000  (E) 
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APPLICATIONS  The  company's  primary  source  of  revenues  is  utility 
processing  (50%).  General  business  and  specialty  applications 
processing  each  generates  14%.  Remaining  revenues  are  derived  from 
scientific  and  engineering  applications  (15%)  , facilities  management 
(5%),  and  systems  design  (2%). 

INDUSTRY  MARKETS  Although  NCSS  revenues  are  derived  from  a variety  of 
industries,  discrete  manufacturers  provide  more  revenues  than  any 
other  single  industry,  as  shown  below: 


GEOGRAPHIC  MARKETS  NCSS  has  a 60,000  mile  network  reaching  more  than 
100  cities  in  North  America  and  Europe.  The  majority  of  its  total 
revenues  are  derived  from  the  Eastern  and  Western  U.S.,  as  shown  below: 


• NCSS  has  offices  in  Atlanta,  Cambridge,  Chicago,  Cleveland,  Dallas, 
Denver,  Detroit,  Elizabeth  (NJ) , Hartford,  Houston,  Los  Angeles, 
Minneapolis,  Newport  Beach,  New  York,  Philadelphia,  Phoenix, 
Pittsburgh,  Portland,  San  Diego,  San  Francisco,  Santa  Clara  (CA) 
Stamford  (CT) , and  Washington  D.C.  as  well  as  in  London  and  Paris. 


Manufacturing-discrete 

Manufacturing-process 

Utilities 

Insurance 

Banking  and  finance 
Services 

Distribution -re tail 
Distribution-wholesale 
Transportation 
Other 


29% 

4 

18 

7 

6 

6 

3 

1 

2 

24% 


c 


New  England 
Northeast 
Southeast 
North  Central 
Midwest 
Mountain 
Pacific  Coast 
International 


19% 

36 

4 

0 

7 

0 

32 

2% 


o 


J 


September  1977 


0 1977  by  INPUT,  Menlo  Park,  CA.  94025.  Reproduction  Prohibited, 


INPUT 


COMPANY  HIGHLIGHT/NATIONAL  CSS,  INC. 


COMPUTER  HARDWARE  AND  SOFTWARE 


NCSS  purchased  an  Amdahl  A70  V/6  to  replace  rented  IBM  equipment 
in  one  of  its  Stamford,  Connecticut  data  centers.  It  has  provided 
the  company  with  a major  increase  in  capacity  without  a signifi- 
cant increase  in  equipment  expenditures  and  without  a modification 
to  the  site. 


NCSS  also  has  the  following  equipment  in  its  four  data  centers: 


Sunnyvale,  CA 

Stamford,  CT 

RTW  Los  Angeles,  CA 
TBS  New  York,  NY 


IBM  370/168 

IBM  370/158 

IBM  370/168 

Amdahl  460  V/6 

Half  Duplex  IBM  360/67 

IBM  360/30 

IBM  360/40 

IBM  360/50 


The  network  is  composed  of  IN-WATS  and  dial-up  lines. 
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DETAILED  COMPANY  PROFILE 


NATIONAL  CSS,  INCORPORATED 
542  Westport  Avenue 
Norwalk,  Connecticut  06851 
(203)  853-7200 


Richard  H. 


of  the  Board,  Director 
Robert  E.  Weissman,  President 
Public,  widely  held 


itz 


Total  Company  and  Computer  Services  Sales 
as  of  FY  ending  2/75:  $32,609,612 

FY  ending  2/76  preliminary;  $35,603,000 

NUMBER  OF  EMPLOYEES  engaged  in  computer  services:  606 


/C0v\L-iunJ 
&Odj 


KEY  PRODUCTS /SERVICES:  Remote  computing  services  account  for  about 

91%  of  NCSS  annual  sales.  The  balance  is  composed  of  batch  processing 
and  professional  services.  Services  are  categorized  and  marketed  as 
follows : 


BASIC  TIMESHARING  SERVICES:  the  sale  of  computer  systems  time 

for  processing  information  requirements.  These  are  the  company's 
most  basic  services,  the  first  services  offered,  and  a major 
contributor  to  profitability. 

APPLICATIONS  SERVICES:  the  development  of  programs  which  solve 

given  classes  of  problems.  These  applications  packages  are  de- 
signed to  provide  answers  to  specific  customer  problems.  Examples 
include:  financial  planning,  financial  analysis,  economic  mode- 

ling and  forecasting,  data  base  management,  sales  management, 
personnel  selection,  inventory  control,  population  forecasting. 
Customers  value  this  service  more  highly  so  NCSS  can  price  accor- 
dingly and  enhance  profits. 

INDUSTRY  SERVICES;  consist  of  services  unique  to  a given  Industry. 
Examples  include  order  entry,  bill-of-materials  processing, 
suggested  retail  pricing  for  given  industries.  The  RTW  Manage- 
ment Systems  Division  specializes  in  apparel  manufacturing.  Costs 
are  high  for  initial  development,  but  are  more  than  recovered  once 
the  service  is  purchased  by  other  firms  in  the  same  industry. 

NCSS  is  expanding  its  concentration  of  marketing  effort  in 
industry  services. 

PROFESSIONAL  SERVICES:  provide  customized  assistance  to  users  in 

systems  analysis  and  special  program  development.  Examples  include: 
providing  a real  estate  broker  with  a nationwide  on-line  system 
which  furnishes  current  sales  values  of  homes;  development  of  an 
equipment  performance  monitoring  system  for  a large  railroad  company. 
Professional  Services  report  to  the  Vice  President  of  Sales  and 
are  considered  part  of  marketing  support.  Unlike  a traditional 
systems  programming  shop,  the  objective  is  to  increase  use  of 
NCSS  data  centers  and  network.  Development  of  customized  programs 
for  in-house  use  by  users  is  minimal. 
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SYSTEMS  MARKETING:  provides  VP/370  customized  operating  system, 

network,  library  products  and  people  for  a fixed  term  contract. 

Any  organization  that  is  contemplating  a major  investment  in 
either  upgrading  existing  data  processing  systems  or  purchasing 
new  equipment  and  facilities  is  a prospective  customer.  The 
concept  is  similar  to  facilities  management.  Three  specific 
elements  of  Systems  Marketing  are: 

Interactive  Computer  Facility  Package:  consists  of  a two- 
year  minimum  contract  for  VP/370  operating  system,  network 
products  and  people.  NCSS  provides  all  but  the  hardware. 

- Dedicated  Interactive  System  Package:  like  the  Interactive 
Computer  Facility,  it  consists  of  a two-year  minimum  con- 
tract. Components  are  the  same  with  the  exception  that 
NCSS  provides  the  hardware. 

Computer  Services  Package:  allows  customers  five  or  more 
simultaneous  users  for  $15,000  per  month,  with  an  effec- 
tive discount  of  25%.  The  customer  must  pay  a minimum  of 
$15,000  whether  or  not  the  corresponding  amount  of  service 
is  used. 

DATA  CENTER  ACTIVITIES:  through  the  TBS  Computer  Center  Division, 

batch  services  are  provided  on  an  overnight  basis  primarily  to 
small  customers. 


Library  programs  offered  by  NCSS  include: 
• INFORMATION  MANAGEMENT : 


[iOiDO  0i4i  too 
iii 


NOMAD:  a data  base  management  system  which  provides  faci- 

lities for  storing  any  combination  of  sequential,  hierar- 
chical or  relational  file  structures.  By  using  relational 
technology,  NOMAD  overcomes  the  inflexibility  of  linking 
data  with  cross  references.  Thus,  it  is  extremely  flexible 
and  versatile  in  producing  reports.  In  addition,  users 
have  no  rounding  errors  to  consider,  and  numbers  up  to  10 
trillion  can  be  stored.  The  system  is  highly  secure  and 
crash  proof.  Priced  at  approximately  $100,000,  NOMAD  is 
comparable  to  ADABAS , TOTAL,  IMS,  and  others.  It  has 
been  received  very  enthusiastically  by  initial  users  and 
is  a highly  successful  product.  Sales  for  March  this  year 
were  $225,000,  six  months  after  NOMAD  was  announced.  While 
top  management  is  very  enthusiastic  about  its  reception, 
NCSS  still  needs  more  users  to  justify  the  investment  in 
a rapidly  growing  but  highly  competitive  data  base  manage- 
ment market . 


RAMIS,  Rapid  Access  Management  Information  System:  provides 

highly  adaptable  management  facility  and  report  generation. 
Available  through  NCSS  since  1971.  Mathematica  renewed  the 
marketing  license  for  three  more  years.  Users  at  over  450 
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companies  in  the  U.S.,  Europe  and  Canada  use  RAMIS  for 
more  than  8,000  terminal  hours  per  month.  They  work 
with  such  applications  as  personnel  management,  inventory 
control,  sales  analysis,  environmental  control  and  finan- 
cial analysis. 

MARK  IV:  a widely  used  file  management  and  information 

retrieval  system  which  can  effect  up  to  60%  to  90%  cost 
and  time  reduction.  Informatics  developed  Mark  IV. 


LISAR,  Logical  Information  Storage  and  Retrieval  System: 
announced  in  1975. 

ELECTRICAL  ENGINEERING: 

ISPICE,  the  Interactive  Simulation  Program  with  Integrated 
Circuit  Emphasis:  simulates  circuits  for  engineers.  One 
of  NCSS'  stronger  products. 

MICROPROGRAMMING  SOFTWARE  SUPPORT:  used  in  development  of 

microcomputer  programs.  Compatible  with  several  models 
manufactured  by  Intel,  Fairchild  Semiconductor,  National 
Semiconductor,  Rockwell  and  Texas  Instruments.  Introduced 
by  NCSS  in  1975. 

LOGCAP  II:  simulates  logic  network. 

SCI-CARDS:  generates  finished  manufacturable  circuit  card 

layouts . 

MANAGEMENT  SCIENCE  AND  FINANCIAL  MODELING: 

ONSITE:  for  demographic  studies  using  census  data  and  sta- 
tistical analysis.  One  of  NCSS'  stronger  products. 

TELE/SITE:  for  demographic  analysis;  developed  by  Urban 
Decisions,  Inc. 

CENSAC:  accesses  1970  Census  of  Housing  and  Population  for 
demographic  studies. 

DYNAMO:  compiles  and  executes  simulation  models. 

NGPSS  V,  General  Purpose  Simulation  System  V. 

SIMSCRIPT  2.5:  for  simulation  of  complex  systems. 

ASAP,  A Scientific  Application  Programmer  for  Simulation 
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SPX:  an  interactive  statistical  package. 

SPX/TIME:  applies  Box  Jenkins  technique  to  statistical 
analysis. 

SSP,  Scientific  Subroutine  Package:  for  statistical  ana- 
lysis 

CUSPAK:  for  portfolio  analysis  of  over  4000  banks.  An- 
nounced 1975. 

NCSS/INFOTAB:  for  financial  analysis  and  business  planning. 

LAS,  Lease  Analysis  System. 

- PADS,  Program  to  Analyze  Uncertain  Situations. 

TELSTAT:  provides  daily  stock  quotation  information. 

CTAS,  Commodity  Transaction  Accounting  System. 

X-11:  adjusts  economic  time  series  for  forecasting. 

NBER  Data  Bank:  economic  time  series  maintained  by  National 
Bureau  of  Economic  Research. 

MPSS  III:  for  linear  programming. 

BMD,  Biomedical  Computer  Programs:  for  statistical  analysis. 
0 OPTICS: 

ACCOS  V:  for  lens  design  and  image  evaluation. 


Programming  Languages  and  Tools  offered  by  NCSS: 

0 ASSEMBLERS  0 PL/1 

0 ADEBUG  0 FILE  MANAGEMENT:  IMS/DLl, 

ISAM,  CSAM,  Access  Method 


0 


0 


0 


BASIC 

COBOL:  CDEBUG,  COBRA,  LCP  0 

FORTRAN:  FDEBUG,  FISAM,  FORDOC 


Support 

DATA  GENERATION:  CSSDG, 
PRO/TEST 


System  features  available  include:  CSSBATCH,  EXEC,  EDIT,  LINKAGE,  EDITOR, 

MACRO  LIBRARIES,  SORT,  SCRIPT. 
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Strongest  products  and  services  provided  by  NCSS  are  ISPICE,  NOMAD, 
RAMIS,  CENSAC,  languages  and  professional  services. 


Distribution  of  Revenues  By  NCSS 

FY  1975 
($  Millions) 

Product  Line 

Product  Line 

FY  1975 

Basic  Time  Sharing  Services 

$18.1 

Applications  Services 

8.5 

Industry  Services 

2.1 

Professional  Services 

.8 

Data  Center  Services  (TBS) 

2.6 

Other 

.5 

TOTAL 

$32.6 

APPLICATIONS  OFFERED:  In  addition  to  engineering,  scientific, 

mathematical,  simulation  and  business  planning  applications, 
made  available  through  library  programs,  NCSS  offers  the  following 
applications  through  its  professional  services  group.  NCSS  promotes 
its  particular  expertise  in  these  applications  areas: 


Accounting  Systems: 

- general  ledger 

- accounts  receivable 
accounts  payable 
inventory  control 

Management  Science  and  Fii 

- operations  research 

- forecasting 

- financial  modeling 


order  entry 

- real  estate 
venture  capital 
sales  analysis 

Modeling: 

statistical  analysis 
linear  programming 

- risk  analysis 


While  these  applications  tend  to  be  cross-industry  oriented,  NCSS  is 
beginning  to  apply  them  to  specific  industry  markets,  particularly 
apparel  manufacturing  through  the  RTW  Division.  Unique  order  entry, 
inventory  control  and  accounts  receivable  are  being  developed  for 
specific  industries. 
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Distribution  of  NCSS 
Application  Area  for 

Annual  Sales  by  Computer  Services 
FY  1975  and  Projected  for  1976  E ** 
($  Millions) 

Application  Area 

1975 

1976  E 

Business  Applications 

8.2 

9.2 

Scientific  Applications 

4.9 

5.1 

Data  Base  Applications 

9.8 

11.0 

Languages 

9.7 

10.3 

TOTAL 

32.6 

35.6 

INDUSTRY  MARKETS;  Utilities  is  the  single  largest  Industry  served  by  NCSS, 
with  manufacturing,  banking,  insurance,  and  accounting  also  comprising 
significant  portions  of  the  revenue.  Detailed  revenue  distribution  by 
industry  is  shown  in  the  following  table. 


Distribution  of  NCSS  Annual  Sales 
FY  1975  E and  Projected 
($  Millions) 

by  Industry  Sector 
for  FY  1976  E 

for 

Industry  Sector 

1975  E 

1976  E 

Manufacturing 

3.8 

4.1 

Transportation 

Utilities  (telephone  & electric) 
Distribution  (wholesale  & retail) 

(O  G * V4 

Uvt  io6  vjA 

1.5 

1.6 

Banking 

3.6 

3.7 

Insurance 

3.4 

3.5 

Medical /Hospital 

.2 

.2 

Education 

. 1 

.1 

Government 

.6 

.5 

Other 

9.1 

9.7 

TOTAL 

32.6 

35.6 

* Over  $8  million  will  be  from  the  telephone  industry,  including  Pacific 
Telephone,  New  York  Telephone,  Western  Electric,  and  Bell  Labs. 

**  E signifies  that  figures  are  estimated  by  INPUT. 
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National  Data  Corporation 


Chairman  & CEO:  R.  A.  Yellowlees 

National  Data  Plaza 
Atlanta,  GA  30329-2010 
Phone:  (404)  728-2000 

Fax:  (404)  728-3985 


Status;  Public 

Employees:  1 ,600  (5/94) 
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Key  Points 

• National  Data  Corporation  (NDC)  has  focused  its 
operations  on  three  key  market  segments — retail 
health  care  and  information  services  for  government 
and  cross-industry  corporate  accounts. 

• Products  and  services  provided  to  the  health  care 
industry  represent  NDC’s  fastest  growing  business, 
with  fiscal  1994  revenue  increasing  12%  to  more 
than  $63.0  million.  NDC  processed  nearly  500 
million  electronic  claims  during  fiscal  1994 — a 52% 
increase  over  the  previous  year. 

• NDC  has  established  a separate  health  eare  business 
development  unit  to  identify  changes  and 
opportunities  brought  about  by  health  care  reform 


and  to  develop  appropriate  alliances  and 
acquisitions  to  respond  to  emerging  opportunities. 

• NDC  continues  to  expand  its  health  care  business. 

In  January  1995,  NDC  acquired  Leamed-Mahn.  a 
provider  of  software  and  services  to  health  care  and 
financial  institutions.  In  November  1994,  NDC 
purchased  Zadall  Systems  Group,  a Canadian 
company  that  develops  and  markets  practice 
management  systems  and  services  for  pharmacy 
chain  stores  in  Canada  and  the  U.S. 

• NDC  is  also  one  of  the  country’s  largest  processors 
of  electronic  payments  for  consumers  and  business. 
This  includes  credit  card,  debit  card,  check 
verification  and  check  guarantee  transactions  as  well 
as  electronic  payments/filing. 

• NDC  has  expanded  its  check  guarantee  operations 
during  1994  with  the  acquisition  of  Yes  Cheek,  Inc. 
and  Mercantile  Systems,  Ine. 
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• In  January  1995,  NDC  announced  a three-for-two 
stock  split,  to  be  issued  in  the  form  of  a 50% 
common  stock  distribution. 

Company  Description 

National  Data  Corporation  (NDC),  incorporated  in 
1 967  in  Delaware,  provides  various 
processing/network  services  and  turnkey  systems 
primarily  in  the  areas  of  credit  and  debit  card 
authorization  and  processing,  health  care  systems  and 
electronic  claims  processing  and  cash  management 
and  electronic  data  interchange  (EDI). 

Organization  and  Structure 

NDC’s  products  and  services  are  provided  through 
the  following  lines  of  business: 

• Healthcare  Application  Systems  and  Services 
provides  turnkey  practice  management  systems  and 
electronic  claims  processing,  adjudication  and 
clinical  database  information  for  pharmacies, 
dentists,  physicians,  hospitals,  HMOs,  clinics  and 
nursing  homes. 

• Integrated  Payment  Systems  (formerly  Retail 
Application  Systems  and  Services)  provides  a 
range  of  payment  system  alternatives,  including 
credit  card,  debit  card  and  check 
verification/guarantee  services  for  retailers,  health 
care  providers,  universities  and  colleges  and 
government  agencies.  This  unit  also  provides 
merchant  processing  , electronic  tax  payment  and 
filing  and  vertical  market  point-of-sale 
applications. 

• Government  and  Corporate  Information  Systems 
and  Services  provides  cash  management, 
information  reporting  and  EDI  services  to 
worldwide  banks  for  corporations  and  federal 
agencies. 

U.S.  sales  offices  are  in  Birmingham  and  Decatur 
(AL);  Phoenix  (AZ);  Brea  and  San  Francisco  (CA); 
Shelton  (CT);  Lakeland  (FL);  Atlanta  (GA); 

Lombard  (IL);  Indianapolis  (IN);  Metairie  (LA); 
Hanover  (MD);  Charlestown  (MA);  St.  Louis  (MO); 


Buffalo,  Jericho,  New  York,  and  Troy  (NY); 
Conshohocken  (PA);  Mt.  Pleasant  (SC);  Nashville 
(TN);  Austin,  Dallas,  El  Paso,  Houston,  McAllen. 
Midland  and  San  Antonio  (TX);  Salt  Lake  Cit\' 

(UT);  Richmond  (VA);  Vienna  (VA);  and  Brookfield 
(WI). 

International  offices  are  in  London  (England),  Tokyo 
(Japan)  and  Don  Mills  (Ontario,  Canada). 

Voice  centers  are  in  Don  Mills  (Ontario)  and  Dallas 
(TX).  Other  processing  and  service  centers  are  in  El 
Monte  (CA),  Atlanta  and  Tucker  (GA),  Rockville 
(MD),  Reno  (NV)  and  Mt.  Pleasant  (SC). 

Company  Strategy 

In  the  health  care  services  area,  NDC’s  goal  is  to 
offer  a complete  line  of  products  and  services  to  the 
health  care  community — from  pharmacies  to  dental 
and  physician  offices  to  hospitals  and  managed  care 
providers— to  help  control  costs  and  improve  patient 
care.  The  company’s  strategy  includes: 

• Expanding  its  electronic  processing  services 
provided  to  pharmacies 

• Expanding  client  base  in  physician  market  through 
acquisitions  and  new  products 

• Expanding  its  dental  practice  client  base  through 
enhancements  in  its  NDC  Dental  System 

• Modifying  and  enhancing  its  products  for  hospitals, 
long-term  care  and  managed  care  environments 

• Increasing  coverage  for  Medicaid  programs 

In  the  payment  services  area,  NDC  will  continue  to 
broaden  its  product  line  from  its  credit  card  services 
business  to  a range  of  payment  solutions  while  using 
its  base  of  350,000  merchant  locations  to  expand  into 
new  markets  and  expand  its  partnerships  with  leading 
banks.  NDC’s  strategy  includes: 

• Expanding  its  national  debit  card  network 
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• Expanding  check  authorization  and  check 
guarantee  services 

• Introducing  a procurement  card  service  for 
businesses 

• Expanding  tax  payment  and  filing  services 

• Expanding  sales  presence  in  vertical  markets 

In  the  government  and  corporate  information  systems 
and  services  segment,  NDC  will  continue  to  cultivate 
new  business  opportunities  for  EDI  and  cash 
management  related  solutions.  NDC’s  strategy 
includes; 


• Forming  alliances/partnerships  to  expand  its  EDI 
offerings 

• Developing  its  student  loan  remittance  processing 
activities 

• Product  enhancements  and  alliances  in  the  cash 
management  business 

Financials 

NDC’s  fiscal  1994  revenue  was  $204  million, 
compared  to  $204.6  million  for  fiscal  1993.  Net 
income  reached  $11.2  million,  a 3 1 % increase  over 
$8.5  million  for  the  same  period  a year  ago.  A five- 
year  financial  summary  follows: 


National  Data  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

5/94 

5/93 

5/92 

5/91 

5/90 

Revenue 

$204.0 

$204.6 

$216.5 

$227.1 

$273.8 

• Percent  change  from 
previous  year 

— 

(6%) 

(5%) 

(17%) 

21% 

Income  (loss)  before  taxes 

$17.4 

$14.6 

$12.8 

$(23.9) 

$6.4 

• Percent  change  from 
previous  year 

19% 

14% 

154% 

(473% 

(80%) 

Net  income  (loss) 

$9.7 

$8.5 

$7.4 

$(14.1) 

$3.1 

• Percent  change  from 
previous  year 

31% 

14% 

152% 

(555%) 

(85%) 

Earnings  (loss)  per  share 

$0.75 

$0.68 

$0.62 

$(1 .20) 

$0.26 

• Percent  change  from 
previous  year 

10% 

10% 

152% 

(562%) 

(85%) 

The  slight  decline  in  revenue  during  fiscal  1994  was 
due  to  the  company’s  decision  to  exit  from  the 
communications  services  business  (causing  a $3.7 
million  decline  in  revenue  from  the  previous  year) 
and  a $ 1 .4  million  decrease  in  Integrated  Pajment 
Systems  revenue  due  to  the  shift  from  voice  to 
electronic  authorization  and  declining  price  trends  on 
existing  and  new  transactions  in  the  indirect  business 
(distribution  through  banks).  These  decreases  were 
offset  by  an  increase  of  $6.7  million  in  Health  Care 
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Application  Systems  and  Services  business  due  to 
increased  electronic  claims  transaction  volume. 

Revenue  Analysis  by  Product/Service: 

INPUT  estimates  NDC’s  fiscal  1994  revenue  was 
derived  approximately  as  follows: 
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1994  Source  of  Revenue 


ProducftService 

Revenue 

Percent 

($  Millions) 

of  Total 

Processing/Network 

Services 

- Integrated  payments 

$112.4 

55% 

- Electronic  claims 

29.0 

14% 

- Cash  management/EDI 

20.6 

10% 

- Other  (a) 

4% 

$170.0 

83% 

Turnkey  Systems  and 

$34.0 

17% 

Support  Services 

*■ 

Total 

$204.0 

100% 

(a)  Includes  communications  services  and 


international  business. 

A three-year  summary  of  source  of  revenue  as 
provided  by  NDC  is  shown  below. 


Integrated  Pavnient  Systems  revenue  declined  1 % in 
fiscal  1994. 

• Direct  (distribution  to  merchants)  revenue 
increased  4%  and  represented  55%  of  total 
Integrated  Payment  Systems  revenue.  Transaction 
volumes  processed  increased  by  4%  and  terminal 
sales  and  fees  increased  primarily  as  a result  of  a 
sales  expansion  program. 

• Indirect  (distribution  through  banks)  revenue 
decreased  7%.  Voice  authorization  revenue 
decreased  6%  due  to  a continued  shift  to  electronic 
authorizations  and  now  represents  only  8%  of  total 
Integrated  Payment  Systems  revenue.  Electronic 
authorization  and  data  capture  revenue  also 
decreased  7%  due  to  price  reductions. 


National  Data  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

5/94 

5/93 

5/92 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Integrated  Payment  Systems 

$112.4 

55% 

$113.8 

56% 

$121.8 

56% 

Health  Care  Application  Systems 
and  Services 

63.0 

31% 

56.3 

28% 

47.7 

22% 

Government  and  Corporate 
Information  Systems  and  Services 

20.6 

10% 

21.5 

10% 

24.8 

11% 

Other  (a) 

8.0 

4% 

12.9 

6% 

22.2 

11% 

Total 

$204.0 

100% 

$204.6 

100% 

$216.5 

100% 

(a)  Includes  revenue  from  communications  services  and  international  business. 


Health  Care  Application  Systems  and  Services 
revenue  rose  12%  during  fiscal  1994. 


in  claims  processed  for  existing  customers  and 
new  customers  added  this  year. 


• Electronic  claims  processing  revenue  rose  50%  to  • Pharmacy/Dental  Practice  Management  Systems 

approximately  $29  million  due  to  a 5 1%  increase  revenue  decreased  7%  to  $26.2  million  due  to 

decreased  sales  of  microcomputer-based 
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pharmacy  and  dental  practice  management 
systems  (DataStat),  due  to  the  introduction  of  a 
new  dental  product.  This  was  offset  by  an 
increase  in  recurring  maintenance  revenue  ($7.8 
million)  associated  with  a growing  installed 
systems  base. 

• Revenue  from  sales  to  government  and 
institutional  customers  decreased  10%  due  to 
decreased  turnkey  system  sales  to  institutional 
customers  and  overall  reductions  in  defense 
department  spending. 

Government  and  Corporate  Information  Systems 
and  Services  revenue  decreased  5%  during  fiscal 
1994  due  to  reduced  demand  for  cash  management 
services  caused  by  a trend  toward  in-house 
microcomputer-based  systems.  Reductions  were 
partially  offset  by  the  emerging  electronic  tax 
filing/payment  systems  and  applications  for  EDI. 

Interim  Results 

Revenue  for  the  six  months  ending  November  30, 
1994  reached  nearly  $115.8  million,  a 14% 
increase  over  $101.6  million  for  the  same  period  in 
1993.  Net  income  rose  40%,  from  $4.7  million  to 
$6.6  million. 

• Health  Care  revenues  grew  by  19%  in  the  first 
quarter  and  30%  in  the  second  quarter. 

• Integrated  Payment  Systems  revenues  grew  by 
1 1%  in  the  first  quarter  and  18%  in  the  second 
quarter. 

• Government  and  Corporate  revenues  increased 
6%  in  the  first  quarter  and  8%  in  the  second 
quarter. 

Market  Financials 

NDC’s  fiscal  1994  revenue  was  derived 
approximately  as  follows: 


Health  care 3 1 % 

Retail 30% 

Banking  and  finance 25% 

Federal  government 4% 

Telecommunications 2% 

Corporate  and  other 8% 


100% 

NDC’s  diverse  customer  base  includes  more  than 
60,000  health  care  providers,  350,000  merchant 
locations,  35,000  corporations  and  more  than  200 
financial  institutions  and  federal  and  state 
government  agencies. 

Primary  customers  for  Integrated  Payment  Systems 
include  general/specialty  retailers; 
corporations/suppliers;  hotels/lodging/gaming; 
petroleum  retailers;  restaurants;  federal,  state  and 
municipal  agencies;  state  tax  agencies;  colleges  and 
universities;  and  health  care  providers. 

Primary  customers  for  Healthcare  Application 
Systems  and  Services  include  pharmacies,  dentists, 
physicians,  hospitals,  nursing  homes,  vision  care 
providers,  HMOs,  insurance  carriers,  third-party 
administrators,  state  Medicaid  agencies,  Medicaid 
fiscal  agents  and  Medicare  agencies. 

Primary  customers  for  Government  and  Corporate 
Information  Systems  and  Services  include 
worldwide  banks,  corporations  and  federal 
agencies. 

Geographic  Markets 

Approximately  98%  of  NDC’s  fiscal  1994  revenue 
was  derived  from  the  U.S.  and  2%  from 
international  sources. 

Acquisitions 

In  January  1995,  NDC  acquired  Lcamed-Mahn,  a 
nationwide  provider  of  software  and  services  to 
health  care  and  financial  institutions. 

• Leamed-Mahn,  a privately  held  Idaho  company 
with  headquarters  in  Boise  and  regional  offices  in 
Denver  and  Chicago,  was  founded  in  1973. 
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• In  addition  to  providing  electronic  health  care 
claims  and  remittance  services  to  hospitals, 
Leamed-Mahn  also  develops  and  sells  financial 
software  to  financial  institutions. 

• Leamed-Mahn  will  continue  to  operate  as  an 
independent  business  unit  of  NDC. 

In  November  1994,  NDC  acquired  Zadall  Systems 
Group,  Inc.,  a Canadian  company  that  develops 
and  markets  practice  management  systems  and 
services  for  pharmacy  chain  stores  in  Canada  and 
the  U.S. 

• Zadall  is  a private  company,  with  headquarters  in 
Vancouver,  British  Columbia.  Its  U.S. 
headquarters  is  located  in  Dallas. 

• The  acquisition  strengthens  NDC’s  pharmacy 
chain  offering,  gives  NDC  a strong  practice 
management  system  presence  in  Canada  and  adds 
thousands  of  chain  customer  locations  to  its  U.S. 
base. 

• The  company  will  continue  to  operate  as  an 
independent  business  unit  under  existing 
management. 

In  September  1994,  NDC  acquired  Mercantile 
Systems,  Inc.,  a Chicago-based  check  guarantee 
company. 

In  July  1994,  NDC  acquired  Lytec  Systems,  Inc.  of 
Salt  Lake  City  (UT).  The  acquisition  was 
accounted  for  as  a purchase. 

• Lytec  develops  and  markets  medical  and  dental 
practice  management  software  to  approximately 
6,000  users. 

• The  acquisition  complements  NDC’s  current 
practice  management  and  value-added 
transaction  processing  services. 

In  June  1994,  NDC  acquired  Yes  Check,  Inc.  of 
Chicago.  The  acquisition  was  accounted  for  as  a 


purchase.  Yes  Check  provides  check  guarantee 
services. 

Employees 

As  of  May  31,  1994,  NDC  had  approximately 
1,600  employees. 

Key  Products  and  Services 

Healthcare  Application  Systems  and  Services 

NDC  provides  practice  management  turnkey 
systems  and  electronic  claims  processing, 
adjudication  and  payment  systems,  funding 
capabilities  and  clinical  database  information  for 
pharmacies,  dentists,  physicians,  hospitals,  HMOs, 
clinics  and  nursing  homes. 

DataStat©,  introduced  in  1983,  is  a turnkey 
pharmacy  management  system  designed  for 
independent  and  chain  pharmacies,  hospitals, 

HMOs,  clinics  and  nursing  homes. 

• DataStat  supports  patient  registration,  drug 
recordkeeping,  private  and  third-party  billing, 
inventory  control  and  ordering,  automatic  price 
updating,  management  reporting  and  drug 
database  updates  to  detect  clinical  dispensing  and 
prescribing  errors. 

• DataStat  is  available  on  PC  and  minicomputer 
platforms.  NDC’s  electronic  point-of-sale 
systems  are  fully  integrated  into  the  DataStat 
product  line,  providing  credit  and  debit  card 
processing  capabilities  and  associated  inventory 
reporting  and  ordering 

• DataStat  systems  are  currently  installed  at  more 
than  4,000  locations. 

The  NDC  Dental  System,  released  in  August  1 994, 
is  a Windows-based  system  for  IBM  PCs  and 
compatibles.  The  system  incorporates  the  business 
automation  functions  of  the  DataStat  Dental 
System  with  advanced  clinical  functionality. 

The  DataStat  Dental  System  is  an  IBM  PC-based 
turnkey  system  for  dental  office  management  that 
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provides  dentists  with  patient  record  accounting, 
patient  scheduling  and  recall,  billing  and  collection 
and  insurance  claims  information  and  electronic 
processing. 

NDC’s  EasyClaim''''^  real-time  electronic  claims 
processing  service  is  offered  to  pharmacies, 
dentists,  hospitals,  HMOs  and  preferred  provider 
organizations. 

• The  service  provides  electronic  eligibility 
verification,  patient-specific  benefit  coverage, 
claims  data  capture  and  editing,  claims 
adjudication  and  retrospective  and  prospective 
drug  utilization  revenue,  real-time  claims 
authorization,  data  capture  and  adjudication  via 
the  NDC  National  Health  Care  Information 
Network. 

• This  service  enables  the  customer  to  speed  up 
claims  collection  and  reconciliation  while 
eliminating  paper  processing  by  sending  the 
claims  electronically  to  NDC,  which  in  turn 
processes  the  claims  and  transmits  them  to 
payers. 

• NDC  links  approximately  60,000  health  care 
providers  at  49,000  locations  with  virtually  every 
major  insurance  carrier  and  third-party 
administrator  for  processing  and  adjudication  of 
insurance  claims. 

• Approximately  375  million  real-time  electronic 
claims  were  processed  in  fiscal  1994,  a 50% 
increase  over  the  prior  year. 

EasyClaimPTf/i^*^,  released  during  fiscal  1994, 
allows  physicians  and  other  health  care  providers  to 
verify  insurance  eligibility  coverage,  plus  accept 
credit  and  debit  card  payments  from  a single 
terminal. 

ProDUR®  is  NDC’s  proprietary  clinical 
adjudication  system. 


NDC  provides  processing  and  professional  services 
for  health  care  applications  to  state  and  federal 
government  agencies. 

• Medicaid  programs  from  California,  New  York. 
Illinois,  Alabama,  Arkansas,  Florida,  Missouri 
and  West  Virginia  accept  real-time  transactions 
submitted  by  providers  through  NDC’s 
nationwide  network. 

• NDC  is  providing  software  support  services  for 
pharmacy  systems  to  the  U.S.  Department  of 
Defense  under,  a renewed  three-year  contract. 

Integrated  Payment  Systems 

NDC  provides  credit  and  debit  card  authorization, 
check  verification  and  guarantee,  procurement  card 
services,  merchant  processing,  electronic  tax 
payment  and  filing  and  vertical  market  point-of- 
sale  applications  to  approximately  200  financial 
institutions  reaching  over  350,000  merchant 
locations. 

Credit  and  debit  card  authorization,  data  capture 
and  product  and  customer  support  are  provided 
primarily  for  VISA  and  MasterCard  bank  cards. 
All  major  cards  are  supported,  however,  including 
American  Express,  Discover  and  private  label 
cards. 

• Authorization  services  are  provided  via  dial 
terminals,  electronic  cash  registers  and 
proprietary  personal  computer  applications. 

• These  systems  provide  financial  institutions  and 
merchants  with  a nationwide  authorization 
network  for  credit  cards,  debit  cards  and  checks. 
They  also  provide  information  data  collection 
and  reporting  through  point-of-sale  terminals 
located  at  the  merchant’s  place  of  business. 

• Authorization  requests  are  transmitted  from  the 
merchant  to  the  company  and  then  to  the 
appropriate  source  of  the  purchaser’s  credit  file. 
The  response  is  then  relayed  to  the  merchant. 
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• Approximately  95%  of  all  transactions 
authorized  are  processed  electronically. 

NDC  provides  a terminal-based  electronic  data 
capture  (EDC)  system  that  uses  NDC's  electronic 
point-of-sale  authorization  system  to  verify  credit 
and  permits  the  terminal  on  the  merchant's  premises 
to  electronically  capture  the  entire  transaction  and 
transmit  necessary  information  to  NDC's  central 
computer  for  faster  clearing  through  the  banking 
system.  This  service  is  also  available  for  electronic 
cash  registers  and  PC-based  systems. 

• Specialized  applications  for  specialty  retailers, 
restaurants,  hotels  and  oil  companies  are  also 
marketed  by  NDC. 

• Over  130,000  merchant  locations  currently  use 
NDC's  EDC  system. 

NDC  also  offers  a host-based  data  capture 
capability  to  its  EDC  system.  This  system  differs 
from  the  NDC  terminal-based  system  in  that  it  can 
be  accessed  by  first-generation  ("dumb")  dial 
terminals  as  well  as  on-line  point-of-sale  devices 
such  as  electronic  cash  registers  and 
customer/clerk-operated  line  control  terminals. 

• The  system  processes  credit  and  debit  card 
transactions. 

• NDC  maintains  a host-based  EDC  system  for  a 
major  retailer  with  over  2,000  dial  terminals  in 
place. 

The  NDC  Procurement  Card  Service,  introduced  in 
fiscal  1 994,  is  a payment  service  that  links 
businesses  that  issue  procurement  cards  with  their 
suppliers. 

• Procurement  cards  are  issued  to  corporations’ 
employees  for  business  purchases.  The  cards 
save  money  for  corporate  purchasing 
departments  by  cutting  paperwork  and  result  in 
speedier  payments  to  suppliers. 


• More  than  100  suppliers  to  Fortune  500 
companies  are  already  participating  in  the  new 
program,  including  Xerox  and  the  First  Chicago 
Corporation. 

NDC  provides  tax  filing  and  pa\Tnent  services, 
including  electronic  state  tax  payment  via 
electronic  functions  transfer  and  electronic  tax 
filing  of  corporate  tax  returns. 

NDC  provides  check  verification  and  check 
guarantee  services.  The  NDC  Check  Acceptance 
Service,  introduced  in  1994,  ensures  payment  of 
checks. 

NDC  also  offers  merchant  credit-card-processing 
services,  including  merchant  accounting, 
authorization,  data  capture,  customer  service, 
credit  and  support  functions.  These  services  are 
currently  provided  to  55,000  customers  with 
approximately  65,000  total  merchant  locations 
using  point-of-sale  equipment. 

Government  and  Corporate  Information  Systems 
and  Services 

NDC  provides  a range  of  processing  services  for 
corporate  information  reporting,  tax  payment  and 
filing,  electronic  data  interchange  (EDI)  and  cash 
management. 

Corporate  and  government  organizations  use 
information-reporting  services  to  collect, 
consolidate,  and  report  financial,  administrative, 
and  operating  data  from  more  than  1 80,000 
locations. 

• The  customer  reports  data  to  NDC  from  multiple 
locations  via  touchtone  telephone,  retail  point-of- 
sale  terminals,  PCs  or  mainframe  transmissions. 

• NDC  then  consolidates  and  delivers  the 
information  to  support  financial,  sales,  and 
marketing  activities,  inventory  control  systems, 
payroll  administration,  persormel  management 
and  accounting  functions. 
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• Applications  supported  for  information-reporting 
services  include  inventory  ordering,  payroll  data 
collection,  franchise  payment  collection, 
merchandiser  reporting,  daily  sales  reporting  and 
tax  reporting. 

• Customers  can  also  use  NDC's  network  for 
financial  planning,  budgeting,  asset  management, 
and  database  management. 

ENACT™  (Electronic  Network  for  the  Automated 
Collection  of  Taxes)  is  an  electronic  fimds  transfer 
(EFT)  service  offered  by  NDC  that  replaces  bank 
handling  of  paper-based  federal  tax  deposit 
coupons  for  U.S.  Treasury  tax  and  loan  payments. 

• NDC  receives  the  tax  reports,  consolidates  the 
data,  calculates  an  effective  payment  due  date, 
initiates  the  fimds  transfer  process  on  the 
appropriate  date,  and  delivers  the  payment 
information  to  the  IRS  Service  Center. 

• In  addition  to  the  Federal  ENACT  program, 

NDC  processes  corporate  tax  payments  for  9 of 
the  1 6 states  currently  mandating  use  of  EFT  for 
such  payments.  More  than  1 1,000  corporations 
report  tax  amounts  and  related  information  to 
NDC. 

NDC  Global  Exchange^^*  is  an  EDI-based  offering 
that  translates  business-to-business 
communications  into  standard  formats  allowing  the 
customer  to  electronically  exchange  payments  and 
remittance  information  with  its  trading  partners. 

• Transport  90^^,  NDC's  data  communications 
software,  manages  the  automatic  delivery, 
receipt,  and  monitoring  of  data  file  transmissions 
between  multiple  computers  and/or  data 
transmission  devices. 

Cash  Concentration  services  permit  electronic 
concentration  of  local  bank  deposits  from  an 
organization's  remote  locations  into  central  banks 
for  accelerated  funds  availability. 


• Deposit  reports  are  compiled  and  transmitted  to 
the  concentration  bank  designated  by  the 
customer  for  the  purpose  of  initiating  funds 
transfer  via  depository'  transfer  checks  (DTCs)  or 
electronic  Automated  Clearing  House  debits. 

• The  same  data  is  also  transmitted  to  customer 
management.  This  service  accelerates  the 
availability  of  cash  receipts,  enforces  systematic 
unit  reporting,  provides  audit  trails  for 
reconciliation,  and  provides  confidential 
handling. 

Multibank  balance  reporting,  transaction  initiation, 
and  other  enhanced  cash  management  services  for 
banks  are  provided  through  NDC's  Cash 
Management  Exchange™  (CMX)  and  Networks 
for  Electronic  Transaction  Services  (NETS*^). 

• Through  its  network  covering  46  countries,  NDC 
provides  over  120  banks  with  private-label 
services  using  the  CMX-shared  resources 
environment. 

- CMX  enables  banks  to  report  daily  account 
balances  and  supporting  activity  detail  data  to 
their  10,000  corporate  clients. 

- Using  microcomputers,  interactive  and  EDC 
terminals,  or  NDC  voice  centers,  corporate 
financial  managers  retrieve  current  multibank, 
multicurrency  account  balance  information 
from  NDC's  system. 

- CMS2000,  a lower-priced  cash  management 
system,  was  introduced  to  the  European  market 
during  fiscal  1992. 

• NETS  is  an  in-bank  Tandem  NonStop-based 
system  used  to  deliver  private-label  cash 
management  services.  NETS  provides  an 
upwardly  compatible  migration  path  from  CMX. 
Fifteen  U.S.  and  six  international  banks  use  the 
NETS  system  to  provide  daily  account  balances, 
support  activity  detail  data,  and  other  cash 
management  services  to  more  than  20,000 
corporate  customers. 
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• In  support  of  both  CMX  and  NETS,  NDC's  Data 
Exchange  Service  transfers  summary  and 
detailed  bank  balance  information  for  third-party 
balance  reporting  systems  and  more  than  1 10 
banks  in  a network  encompassing  over  20  foreign 
countries.  Sending  and  receiving  over  250  bank 
transmissions  daily,  NDC  consolidates  multibank 
information  into  industry-standard  formats  for 
delivery  to  the  desired  data  exchange  destination. 

• NDC's  Money  Transfer  System  (an  optional 
service  of  CMX  and  NETS)  allows  corporate 
customers  to  transfer  or  draw  down  funds  from 
accounts  anywhere  in  the  world  in  order  to 
achieve  optimum  return  on  current-day  funds  and 
maintain  target  balances. 

• Foreign  exchange  and  money  market  rate  reports 
(available  through  CMX  and  NETS)  are  supplied 
to  corporate  financial  officers  to  assist  in  making 
short-term  investment  decisions. 

EDI-related  activities  include  the  following: 

• During  1993,  NDC,  Tandem  Computers  and 
MPACT  Immedia  formed  an  alliance  to  build  a 
messaging  system  that  will  offer  top  banks 
worldwide  a comprehensive  financial  EDI 
translation  and  messaging  product  for  electronic 
disbursements  and  collections. 

• NDC  has  partnered  with  U.K. -based  Logica 
Finance  pic  to  sell  and  install  components  of  its 
messaging  systems  to  Telekurs,  a leading  Swiss- 
based  telecommunications  company.  Logica  and 
NDC  are  working  on  a number  of  joint  EDI 
opportunities  in  Europe  and  South  Afnca. 

• NDC  will  provide  Girobank  pic  with  cash 
management  services  and  a messaging  system  for 
its  customers. 

• Through  Norwest  Bank,  NDC  has  implemented  a 
number  of  new  accounts  receivables  and 
payables  applications. 


• In  the  area  of  student  loan  remittance  processing, 
NDC  receives  proprietary  disbursement  files 
from  banks  and  delivers  the  data  electronically, 
in  either  standard  EDI  or  proprietary  format. 

For  the  past  three  years,  in  conjunction  with  Price 
Waterhouse,  NDC  has  been  providing  information 
reporting  services  for  the  U.S.  Postal  Service’s 
First-Class  Mail  delivery  performance 
measurement  system. 

• In  1 994,  the  Price  Waterhouse/NDC  partnership 
won  two  additional  contracts  to  provide  similar 
services  for  the  U.S.  Postal  Service  Second-Class 
and  Third-Class  Mail. 

• The  information  collected  by  NDC  is  used  to 
generate  reports  and  provide  better  mail  delivery 
services. 

Computer  Operations 

NDC  maintains  two  computer  processing  sites  in 
Atlanta  (GA)  and  one  in  Los  Angeles  (CA) 
supporting  its  real-time  on-line  network. 

NDC  also  maintains  remote  processing  facilities  in 
Toronto  (Canada),  London  (England)  and  Dallas 
(TX). 

Tandem  fault  tolerant  front-end  processors  along 
with  UNISYS  multiprocessors  are  used  as  the 
primary  transaction  processors  for  real-time 
applications.  Information  from  all  point-of-sale 
terminal  devices  is  received  by  the  Tandem  front- 
end  communications  systems. 

Marketing  and  Sales 

Health  Care — NDC’s  practice  management 
systems  are  primarily  marketed  directly  through 
NDC  personnel  and  jointly  with  pharmaceutical 
wholesalers.  The  practice  management  system  for 
the  physicians’  market  is  sold  through  third  parties 
and  direct  marketing.  Electronic  claims  processing 
services  are  marketed  directly  through  NDC 
personnel. 
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Integrated  Payment  Systems — Services  are 
marketed  principally  through  bank  relationships, 
independent  contractors  and  NDC  personnel. 

Credit  card,  debit  card,  check  verification  and 
check  guarantee  services  are  provided  through 
direct  distribution  to  merchants  as  well  as  indirectly 
through  financial  institutions. 


Government  and  Corporate  Information  Systems 
and  Services — Cash  management,  tax  payment  and 
filing,  information  reporting  and  EDI  services  are 
marketed  through  a direct  sales  force. 


Competitors 

Health  Care — NDC  competes  principally  with 
General  Computer  Corporation,  QS/1  and  the  3 PM 
unit  of  McKesson  Corporation  in  the  pharmacy 
systems  market.  The  principal  competitors  in  the 
dental  systems  market  are  Softdent  and  Dentech. 
The  main  competitors  in  the  physicians’  systems 
market  are  The  Computer  Place’s  MediSoft 
product  and  Medical  Manager,  sold  by  Systems 
Plus,  Inc.  In  the  electronic  claims  processing 
market,  principal  competitors  include  Envoy 
Corporation  and  Electronic  Data  Systems. 


Integrated  Payment  Systems — Principal 
competition  comes  from  First  Data  Corporation, 
First  Financial  Management  Corporation  and  Card 
Establishment  Services,  Inc. 


Government  and  Corporate  Information  Systems 
and  Services — Competition  comes  from  systems 
operated  in-house  by  banks,  with  systems  offered 
by  other  third  parties  and  with  methods 
traditionally  used  by  companies  to  report  and 
compile  bank  deposits. 
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NATIONAL  DATA  CORPORATION 

One  National  Data  Plaza 
Corporate  Square 
Atlanta,  GA  30329 
(404) 329-8500 


L.C.  Whitney,  President  and 
Chief  Executive  Officer 
Public  Corporation,  OTC 
Total  Employees:  2,500 
Total  Revenues,  Fiscal  Year 
End  5/3 1/80:  $60,129,000 


THE  COMPANY 

• National  Data  Corporation  (NDC)  was  incorporated  in  1967  in  Delaware  to 
provide  specialized  data  processing  and  facilities  management  services.  NDC 
provides  cash  management  services,  credit  card  and  consumer  services,  and 
health  care  services.  Its  facilities  management  services  include  all  phases  of 
credit  card  billing  from  credit  approval  through  collections. 

• NDC  reported  a 22%  increase  in  revenues  in  1980,  from  $49,360,000  in  1979  to 
$60,129,000  in  1980.  Likewise,  net  income  and  earnings  per  share  increased  in 
1980,  33%  and  30%  respectively.  NDC  management  expects  a 20-25%  growth 
in  revenue  and  a 25-30%  growth  in  net  income  for  fiscal  1981.  Five  years  of 
financial  data  follow: 


NDC 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  Thousands,  Except  Per  Share  Data) 
(FYE  5/31) 
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(A)  1976-1979  financials  have  been  restated  to  include  the  operating  results  of 
Interactive  Sciences  Corporation,  acquired  in  the  fourth  quarter  of  1979  and 
accounted  for  as  pooling  of  interests. 

(B)  Includes  a tax  benefit  from  utilization  of  operating  loss  carry  forward. 

• NDC  is  divided  into  four  marketing  divisions  mirroring  its  major  business 
segments:  Cash  Management  Services,  Credit  Card  and  Merchandising  Data 
Services,  Health  Care  Data  Services  and  Facilities  Management. 

• Included  in  the  Cash  Management  Services  Division  is  Interactive  Sciences 
Corporation  (ISC),  a wholly  owned  timesharing  subsidiary,  and  its  two  recent 
acquisitions. 

In  April  1980,  NDC  announced  acquisition  of  the  principal  assets  of  E.J. 
Gainer  & Associates  of  Ann  Arbor  (Ml).  Gainer  & Associates  special- 
izes in  furnishing  cash  management,  bank  and  corporate-related 
services  requiring  money  transfer,  timesharing,  modeling  and  fore- 
casting and  data  base  management  capabilities. 

. The  principals  of  Gainer  joined  the  NDC  Cash  Management  staff 
as  employees  of  Interactive  Sciences  Corporation  (ISC). 

ISC  acquired  the  DEC- 10  computer  equipment  and  associated  customer 
base  of  CallData  Systems,  Inc.,  a subsidiary  of  Grumman  Data  Systems 
Corp.,  in  April  1980. 

. The  acquisition  agreement  calls  for  ISC  to  purchase  certain 
applications  software  packages,  data  bases,  computer  equipment 
and  clients  from  CallData.  CallData  will  assign  to  ISC  its  DEC- 
10  customer  contracts  and  rights  that  it  has  under  agreements 
with  clients  and  third-party  software  vendors. 

• In  August  1980,  CISCO  Inc.,  a financial  data  processing  subsidiary  of  Atlanta's 
second-largest  commercial  bank,  the  First  National  Bank  of  Atlanta,  was 
acquired  by  NDC. 

CISCO  has  provided  bank  card  transaction  processing  for  retail 
merchants,  oil  companies,  independent  retail  card  programs  and  other 
card-using  firms  across  the  country. 

. First  National  Bank  of  Atlanta  has  made  contractual  arrange- 
ments to  continue  to  use  CISCO'S  services  after  the  integration 
with  National  Data  Corp.  is  completed. 

CISCO  reported  revenues  in  FYE  December  31,  1979,  of  approximately 
$7  million.  It  is  headquartered  in  Tulsa  (OK)  and  has  additional 
operating  centers  in  San  Francisco  and  Atlanta. 
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• In  September  I960,  NDC  announced  an  agreement  for  the  acquisition  of 
Communication  Response  Service,  Inc.,  a telecommunications  service  sub- 
sidiary of  Charles  Schwab  & Co.,  Inc.,  of  San  Francisco  (CA). 

Communication  Response  Service  has  headquarters  in  Reno  (NV)  and 
provides  toll-free  telephone  response  and  answering  services  to 
retailers.  Charles  Schwab  & Co.  has  entered  into  a contract  that  will 
allow  the  Communication  Response  Service  to  continue  to  service 
Schwab's  toll-free  stock  quotation  business. 

• Other  NDC  subsidiaries  include: 

National  Billing  Systems,  Inc.,  which  is  responsible  for  NDC's  facilities 
management  contract  with  ARCO. 

Pharmacy  Computer  Services,  Inc.,  which  markets  a drug  data  base. 

National  Communications  & Data  Company,  Ltd.,  NDC's  Canadian 
operation. 

NDC  International,  Ltd. 

• Approximately  78%  of  NDC's  total  revenue  is  derived  from  its  various 
processing  services  and  22%  from  facilities  management.  A revenue  break- 
down by  service  area  follows: 
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NDC 

REVENUE  FROM  OPERATIONS,  BY  SERVICE 
($  Thousands,  FYE  5/3 1 ) 


SERVICE 

FY 

1980 

Percent 
Increase 
(Decrease) 
From  Pre- 
vious Year 

FY 

1979 

Percent 
Increase 
(Decrease) 
From  Pre- 
vious Year 

FY 

1978 

Percent 
Increase 
(Decrease) 
From  Pre- 
vious Year 

DATA  PROCESSING 
SERVICES: 

- Cash  Management 
and  Management 
Information 

$21,213 

19% 

$17,810 

36% 

$13, 138 

24% 

Services 
- Credit  Card 
Services 
. Bank 

15,281 

20 

12,750 

32 

9,695 

53 

. Petroleum 

1,082 

15 

941 

(46) 

1,749 

(35) 

- Merchandising 
Services 

5,119 

60 

3,188 

40 

2,269 

22 

- Health  Care 
Services 

3,128 

165 

1,182 

380 

246 

884 

- Miscellaneous 

918 

6 

862 

187 

300 



FACILITIES  MANAGE- 
MENT SERVICES: 

- Arco 

11,075 

(1) 

11,242 

12 

10,058 

2 

- Other 

2,313 

67 

1,385 

19 

1,705 

(27) 

Total  Company 
Revenues 

$60,129 

$49,360 

$39,160 

• NDC  management  attributes  the  22%  increase  in  total  revenues  in  1980  to 
increases  among  the  various  services: 

Cash  Management  and  Management  Information  Services  revenue 
increased  by  19%  and  Bank  Credit  Card  Services  revenue  increased  by 
20%  due  to  the  addition  of  new  customers,  the  expansion  of  usage  by 
existing  customers  and  the  effect  of  price  increases  in  the  second  half 
of  fiscal  1980. 

Petroleum  Credit  Card  Services  revenue  increased  by  15%  due  to  a 
price  increase  in  the  third  quarter  of  FY  1980. 

Merchandising  Services  revenue  increased  by  60%.  However,  72%  of 
the  increase  was  attributed  to  the  expanded  usage  of  services  by  a large 
catalog  ordering  customer,  Aldens,  Inc.,  which  subsequently  terminated 
its  contract.  The  balance  of  the  increase  was  primarily  due  to  the 
addition  of  new  customers. 


4 of  9 

December  1980 

© 1980  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPUT 


COMPANY  HIGHLIGHT/NATIONAL  DATA  CORPORATION 


Health  Care  Services  revenue  increased  165%,  which  reflects  an 
increase  in  the  customer  base  for  these  services. 

Miscellaneous  revenue  increased  by  6%  due  to  an  increased  volume  of 
equipment  sales. 

Revenue  from  Facilities  Management  Services  increased  by  6%  due 
primarily  to  the  addition  of  a new  customer. 

• There  are  2,500  employees  of  NDC,  divided  as  follows: 


- 

Marketing  sales 

1 10 

- 

Software  services/customer  support 

350 

- 

Computer  operations  and  communications 

1,550 

- 

General  and  administrative 

490 

2,500 


• NDC  considers  its  principal  third-party  competitors  to  be  Automatic  Data 
Processing,  Chemical  Bank  of  New  York  (ChemLink),  First  Data  Resources, 
Tymshare  Transaction  Services,  Three  PM,  Pharmassist,  and  credit  card 
associations. 


KEY  PRODUCTS  AND  SERVICES 

• NDC's  computer  services  are  segmented  approximately  as  follows: 


Percent 

$ Amount 

TYPE 

of  Business 

(Thousands) 

Cash  Management  and 

$21,200 

Management  Information  Services 

35% 

Credit  Card  Services 

27 

16,400 

Merchandising  Services 

9 

5, 100 
900 

Miscellaneous  Data  Processing 

2 

Health  Care  Services 

5 

3,100 

Facilities  Management  Services 

22 

13,400 

100% 

$60, 100 

• The  Cash  Management  and  Management  Information  Services  available  from 
NDC  consist  of  a bank  deposit  reporting  service,  a bank  balance  reporting 
service,  a money  transfer  service,  an  information  reporting  service,  a remit- 
tance processing  service,  telephone  bill  paying,  short-term  cash  planning  and 
portfolio  analysis. 

Deposit  reporting  permits  electronic  concentration  of  local  bank 
deposits  from  remote  locations  of  an  organization  into  central  banks  to 
achieve  accelerated  availability  of  funds  and  to  inform  the  firm's 
corporate  headquarters  of  unit  activities.  Approximately  1,800  cus- 
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tomers  presently  use  this  service  and  150  banks  market  this  service  to 
their  customers. 

Bank  balance  reporting  enables  customers  of  participating  banks  to 
receive  daily  bank  balance  information  so  that  cash  management 
decisions  can  be  made  rapidly.  Approximately  1,100  banks  use  this 
service. 

NDC's  Money  Transfer  System  allows  the  financial  staff  of  a corpora- 
tion to  initiate  an  instruction  through  the  banking  system  to  transfer 
funds.  Instructions  are  forwarded  by  terminals  located  at  the 
customers'  places  of  business  to  the  sending  bank  for  immediate 
processing.  Five  banks  currently  subscribe  to  this  service. 

Information  reporting  provides  corporations  with  accurate  daily  consoli- 
dated business  data  collected  from  remote  locations,  such  as  infor- 
mation on  sales  credit,  personnel  and  inventory.  Approximately  165 
customers  currently  use  this  service.  In  addition,  the  service  is  used  by 
a large  Canadian  bank  to  facilitate  transfers  of  funds  among  its 
branches. 

There  are  presently  four  customers  using  the  remittance  processing 
service.  This  service  enables  retailers  and  other  clients  with  volu- 
minous processing  requirements  to  handle  cash  receipts;  NDC  deposits 
each  payment  to  an  account  designated  by  its  customer  and  makes 
summary  reports  available  to  the  customer. 

NDC  provides  timesharing  through  an  arrangement  with  GEISCO  in 
connection  with  most  of  its  cash  management  services.  The  time- 
sharing capability,  which  is  also  offered  through  NDC's  subsidiary  ISC, 
allows  each  customer  to  store  data  and  obtain  reports  which  meet  the 
customer's  specifications. 

• NDC's  Credit  Card  and  Merchandising  Data  Services  include  credit  card 
charge  authorization,  credit  card  processing  services  and  a merchandise 
ordering  service. 

A nationwide  electronic  authorization  service  for  both  credit  cards  and 
checks  was  introduced  in  June  1980,  and  is  called  National  Electronic 
Transaction  Service  (NETS).  NETS  provides  state-of-the-art  technology 
in  point-of-sale,  terminal-based  services,  using  AT&T's  Transaction  II 
terminal  over  WATS  lines.  It  links  U.S.  bank  and/or  retail  merchants' 
terminals  to  data  bases  of  bank  card  and  major  travel  and  entertain- 
ment card  issuers. 

. The  credit  card  charge  authorization  service  is  presently  being 
used  in  the  U.S.  and  Canada  by  161  banks  that  issue  Master 
Charge  and  VISA  cards,  and  by  22  oil  companies,  including  ten 
Canadian  oil  companies. 
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NDC  also  offers  a bank  credit  card  authorization  and  billing  system 
jointly  with  Columbus  (GA)  Bank  and  Trust  Co.  Under  this  arrange- 
ment, Columbus  provides  the  credit  card  billing  and  merchant  account- 
ing portion  of  the  service,  and  NDC  provides  the  authorization  and  data 
entry  components.  The  system  is  capable  of  processing  both  Master 
Charge  and  VISA  credits  for  the  same  customer. 

. A total  of  50  banks,  credit  unions  and  savings  and  loan  associa- 
tions currently  use  this  system.  NDC  and  Columbus  are  nego- 
tiating an  amendment  to  their  agreement  which  would  enable 
NDC  to  provide  the  complete  bank  credit  card  authorization  and 
billing  system  to  certain  customers  without  Columbus'  participa- 
tion. 

• Complementing  NDC's  credit  card  services  business  is  its  Merchandising  Data 
Services,  which  accounted  for  9%  of  total  revenue  in  1980.  NDC  uses  its  six 
communication  centers  to  process  consumer  orders  in  accordance  with  mer- 
chandiser requirements.  NDC  is  able  to  handle  large  volumes  of  telephone 
orders  and  to  process  and  distribute  the  data  rapidly  to  designated  shipping 
locations. 

Approximately  64  marketing  organizations  are  currently  using  the 
merchandise  ordering  service. 

NDC  provided  merchandise  ordering  services  for  Alden's,  Inc.,  a large 
general  merchandising  firm,  as  a result  of  a contract  originating  in 
1979.  The  contract,  worth  $2,866,000,  or  5%  of  NDC's  1980  revenues, 
was  terminated  in  1980. 

• NDC's  primary  health  care  service  is  the  DataStat  Pharmacy  Management 
System,  which  enables  the  pharmacist-customer  to  maintain  patient  profiles 
and  to  perform  prescription  screening,  private  and  third-party  billing, 
inventory  control  and  drug  interaction  analysis.  The  DataStat  System  uses  a 
central  NDC  computer  and  DG  Eclipse  S/130  remote  terminals  located  at 
customer  sites.  Approximately  380  systems  have  been  installed  serving  over 
300  customers  located  in  41  states  and  Canada.  The  typical  system  costs 
$995.00  per  month. 

Prior  to  August  1980,  NDC  marketed  DataStat  principally  under  agree- 
ments with  several  wholesale  distributors  of  pharmaceutical  products, 
including  McKesson  Drug  Company,  a division  of  Foremost-McKesson, 
Inc.  Two  pharmaceutical  wholesale  distributors  continue  to  market 
DataStat  on  a regional  basis,  but  the  remainder  of  these  agreements, 
including  that  with  McKesson,  have  been  terminated. 

NDC  incurred  net  operating  losses  from  the  DataStat  Pharmacy 
Management  System  of  approximately  $783,000  during  FY  1980  and  of 
approximately  $1,547,000  in  FY  1979.  NDC  management  states  that 
the  system  has  not  yet  achieved  a break-even  position,  but  claims  that 
it  will  achieve  that  position  during  FY  1981. 
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• Through  its  wholly  owned  subidiary  Pharmacy  Computer  Services,  Inc.,  NDC 
markets  a drug  data  base  which  is  generated  from  data  collected  from  the 
DataStat  Pharmacy  Management  System.  NDC  is  targeting  the  federal 
government  and  drug  wholesalers  with  its  data  base. 

• NDC  also  offers  professional  services.  These  services  include  contract 
programming,  turnkey  system  design,  custom  design  and  development  of 
communications  systems. 

In  May  1980,  ISC  was  selected  to  provide  teleprocessing  services  for  the 

software  development  of  the  Chemical  Information  System  (CIS),  a 

project  of  the  National  Institute  of  Health  and  the  Environmental 

Protection  Agency. 

. CIS  represents  a collection  of  scientific  data  bases  that  allow  for 
rapid  retrieval  of  a variety  of  physical  data  characteristics  of  a 
chemical's  molecular  structure.  These  data  bases  contain  infor- 
mation on  more  than  150,000  chemicals. 

. In  order  to  provide  the  computer  resources  necessary  for  CIS, 
ISC  will  establish  a direct  communications  link  with  Fein- 
Marquart  Associates,  the  CIS  development  contractor. 

• Twenty-two  percent  of  NDC's  revenues  stem  from  facilities  management 
contracts  with  petroleum  companies  and  airlines. 

Of  the  22%  derived  from  facilities  management,  Atlantic  Richfield 

Company  (ARCO)  accounted  for  1 8%. 

. Services  provided  to  ARCO  include  new  account  processing, 
credit  and  collection,  customer  billing,  remittance  processing, 
accounts  receivable  accounting,  preparation  of  management 
information  and  statistical  reports  and  other  related  administra- 
tive services. 

. NDC  negotiated  a four-year  agreement  with  ARCO  beginning  in 
1977.  NDC  provides  services  to  ARCO  through  its  wholly  owned 
subsidiary.  National  Billing  Systems,  Inc. 

New  facilities  management  contracts  awarded  to  NDC  include: 

. An  agreement  with  American  Petrofina  Company  of  Texas, 
under  which  NDC  is  managing  and  operating  Petrofina's 
complete  credit  card  program. 

. A five-year  agreement  signed  in  August  1980  with  Crown 
Central  Petroleum  Corporation  of  Baltimore  to  manage  and 
operate  Crown  Central's  retail  credit  card  program.  The  range 
of  services  to  be  provided  by  NDC  includes  credit  card  proces- 
sing, credit  and  collection  and  consumer  service. 
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Employing  the  billing  concept  developed  and  used  by  NDC  in  providing 
credit  cord  services  to  ARCO,  NDC  also  provides  retail  credit  and 
billing  services  to  Eastern  and  National  Airlines. 


INDUSTRY  MARKETS  Primary  industry  markets  are  in  banking,  retail,  petroleum, 
airline  and  the  federal  government. 


GEOGRAPHIC  MARKETS 

• The  company's  clients  are  primarily  in  the  U.S.,  although  there  are  customers  in 
44  countries  outside  the  U.S. 

• Marketing  offices  are  located  in  Atlanta,  Ann  Arbor,  Boston,  Braintree  (MA), 
Charleston  (SC),  Chicago,  Cleveland,  Columbus,  New  York,  Pittsburgh,  Port- 
land, San  Francisco,  Toronto  and  Washington  (DC). 


COMPUTER  HARDWARE  AND  SOFTWARE 

• NDC  operates  the  following  equipment  in  its  headquarters  in  Atlanta  and  in 
communication  centers  located  in  Cherry  Hill  (NJ),  Lombard  (IL),  Miami, 
Toronto  and  Westchester  (IL): 

One  IBM  3031,  operating  under  OS  VS/I. 

One  IBM  370/148,  operating  under  OS  VS/I. 

One  Univac  I 100/80,  operating  under  I 100  OS. 

One  Univac  I 100/20,  operating  under  I 100  OS. 

Four  Univac  494s,  operating  under  Omega. 

Six  Digital  Equipment  DEC  lOs,  operating  under  TOPS-IO. 

Two  Digital  Equipment  DEC  I Is,  operating  under  IAS. 

• In  addition,  NDC  installs  Digital  Equipment  PDP  1 1 /34s  and  I I /70s,  Data 
General  Eclipse  S/I30s  and  S/230s,  and  Texas  Instruments  990  series  mini- 
computers in  support  of  its  services. 

• NDC's  communication  network  uses  leased  lines.  Telenet,  WATS,  foreign 
exchange,  Comshare  and  GE. 

In  May  1980,  NDC  began  offering  expanded  WATS  coverage  to  provide 

toll-free  access  from  Alaska  and  Hawaii. 
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COMPANY  HIGHLIGHT 


NATIONAL  DATA  CORPORATION 

Corporate  Square 
One  National  Data  Plaza 
Atlanta,  GA  30329 
(404)  329-8500 


L.  C.  Whitney,  President  and  Chief 
Executive  Officer 
Public  Corporation,  OTC 
Total  Employees:  1,600 
Total  Revenues,  Fiscal  Year  End 
5/31/79:  $49,360,000 


THE  COMPANY 

• National  Data  Corporation  (NDC)  was  incorporated  in  1967  in  Delaware  to 
provide  specialized  data  processing  and  facilities  management  services. 
Services  provided  to  customers  are  cash  management  services,  credit  card  and 
consumer  services,  and  health  care  services.  Facilities  management  services 
include  all  phases  of  credit  card  billings  from  credit  approval  through 
collections. 

• NDC  reported  a 26%  increase  in  revenues  in  1979,  from  $39,160,000  in  1978  to 
$49,360,000  in  1979.  Likewise,  net  income  and  earnings  per  share  increased  in 
I 979,  34%  and  32%  respectively.  NDC  management  forecasts  a 20%  to  25% 
growth  in  revenue  and  25%  to  30%  growth  in  net  income  for  fiscal  1980.  Five 
years  of  financial  data  follow: 


NDC 

FIVE  YEAR  FINANCIAL  SUMMARY 
($  Thousands,  Except  Per  Share  Data) 
(FYE  5/31) 


YEAR 

ITEM 

1979 

1978 

1977 

1976 

1975 

Revenues 
. Percent  change 
from  previous  year 

Income  before  taxes 
and  extraordinary 

$49,360 

26% 

$39,160 

16% 

$33,668 

8% 

$31,296 

7% 

$29,257 

N/A 

item 

. Percent  change 
from  previous  year 

$ 6,850 
37% 

$ 5,014 
16% 

$ 4,305 
28% 

$ 3,362 
3% 

$ 3,268 
N/A 

Net  income 
. Percent  change 
from  previous  year 

$ 4,277 
34% 

$ 3,196 
29% 

$ 2,477* 
22% 

$ 2,036* 
17% 

$ 1,734 
N/A 

Earnings  per  share 
. Percent  change 
from  previous  year 

$ .91 

32% 

$ .69 

30% 

$ .53 

36% 

$ .39 

18% 

$ .33 

N/A 
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* Tax  benefit  from  utilization  of  operating  loss  carry  forward. 

**  Figures  have  been  restated  to  include  the  operating  results  of  Interactive 
Sciences  Corporation,  acquired  in  the  fourth  quarter  of  1979  and  accounted  for 
as  pooling  of  interests.  Financial  data  for  1978  and  prior  years  have  been 
restated  for  the  effects  of  a retroactive  change  in  accounting  for  certain 
leases. 

• Approximately  74%  of  NDC's  total  revenue  is  derived  from  various  processing 
services  and  26%  from  facilities  management.  A revenue  breakdown  by 
service  area  follows: 


NDC 

REVENUE  FROM  OPERATIONS  BY  SERVICE 
($  Thousands,  FYE  5/31) 


YEAR 

ITEM 

1979 

Percent 
of  Total 

1978 

Percent 
of  Total 

1977 

Percent 
of  Total 

Data  Processing 
Services: 

- Cash  Management 
and  Management 
Information 
Services 

$17,810 

36% 

$13,138 

33% 

$10,565 

31% 

- Credit  Card 
Services 
. Bank 

12,750 

26 

9,695 

25 

6,336 

19 

. Petroleum 

941 

2 

1,749 

4 

2,710 

8 

- Consumer 
Services 

3,188 

6 

2,269 

6 

1 ,867 

6 

- Health  Care 
Services 

1,182 

2 

246 

1 

25 

- Miscellaneous 

862 

2 

300 

1 

- 

Facilities  Management 
Services: 

- Arco 

$11 ,242 

23 

$10,058 

26 

$ 9,824 

29 

- Other 

1 ,385 

3 

1 ,705 

4 

2,341 

7 

Total  Company 
Revenues 

$49,360 

100% 

$39,160 

100% 

$33,668 

100% 

• NDC  management  attributes  its  total  revenue  increase  of  26%  in  FY  1979  to 
increases  among  the  various  services: 

Cash  Management  and  Management  Information  Services  revenue 
increased  by  36%  and  Bank  Credit  Card  Services  revenue  increased  by 
32%,  due  to  the  addition  of  new  customers,  the  expansion  of  usage  by 
existing  customers,  and  the  impact  of  a price  increase  at  the  beginning 
of  fiscal  1979. 
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Petroleum  Credit  Card  Services  revenue  declined  due  to  the  loss  of  a 
major  oil  customer  during  fiscal  year  1979. 

Consumer  Services  revenue  increased  by  41%  reflecting  the  net  effect 
of  two  offsetting  factors:  the  addition  of  a large  catalog  customer  in 
Merchandise  Ordering  increased  revenue  by  I 15%,  and  the  decision  to 
terminate  Reservation  Services  in  December  1978  resulted  in  a revenue 
decline  of  56%. 

Health  Care  Services  revenue  increased  by  380%,  which  is  accounted 
for  by  an  expanded  customer  base. 

Miscellaneous  revenue  increased  by  187%  due  to  increased  volume  of 
equipment  sales. 

Revenue  from  Facilities  Management  Services  increased  by  7%.  This 
net  increase  is  a result  of  an  increase  in  revenue  from  "Facilities 
Management  - Arco"  of  12%,  reflecting  increased  operational  activity 
and  a decrease  in  revenue  from  "Facilities  Management  - Other"  of  19% 
due  to  a contract  termination  of  a customer  for  maintenance  services. 

• In  April  1979,  NDC  completed  the  acquisition  of  Interactive  Sciences  Corpora- 
tion (ISC)  of  Braintree,  MA,  for  approximately  $3  million.  The  merger  was 
accounted  for  as  a pooling  of  interests.  ISC's  1979  revenue  was  $4,275,000 
which  was  a 28%  increase  over  fiscal  I978's  $3,360,000.  Net  income  for  the 
same  period  increased  389%  from  $65,000  in  1978  to  $318,000  in  1979.  ISC 
provides  interactive  remote  computing  services  and  cash  management  services 
and  will  be  operated  as  a wholly-owned  subsidiary  of  NDC's  Cash  Management 
Division. 

• There  are  1,600  employees  at  NDC,  divided  as  follows: 


Marketing  sales  150 

Software  services/customer  support  300 

Computer  operations  and  communications  I ,200 
General  and  administrative  I 50 


Total  1 ,600 


• NDC  considers  its  principal  third  party  competitors  to  be  Automatic  Data 
Processing,  Chemical  Bank  of  New  York's  ChemLink,  First  Data  Resources, 
Tymshare  Transaction  Services,  Three  PM,  Pharmassist,  and  credit  card 
associations. 


KEY  PRODUCTS  AND  SERVICES 

• Thirty-six  percent  of  NDC's  total  revenues  are  derived  from  Cash  Management 
and  Management  Information  Services.  NDC  offers  Cash  Management 
services  to  1,000  banks  and  3,000  corporate  users  in  the  U.S.  and  44  other 
countries.  These  financial  services  consist  of  a bank  deposit  reporting  service. 
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bank  balance  reporting  service,  a money  transfer  service,  remittance  proces- 
sing/data  capture,  information  reporting,  and  data  exchange. 

Deposit  reporting  permits  remote  locations  of  an  organization  to 
concentrate  local  bank  deposits  electronically  into  central  banks  to 
achieve  accelerated  availability  of  funds  and  to  inform  the  firm's 
corporate  headquarters  of  unit  activities.  Approximately  2,000 
customers  presently  use  this  service  and  I 50  banks  market  this  service 
to  their  customers. 

Bank  balance  reporting  enables  customers  of  participating  banks  to 
receive  daily  bank  balance  information  so  that  cash  management 
decisions  can  be  made  rapidly.  Approximately  300  banks  presently 
participate  in  this  service. 

NDC's  Money  Transfer  System  allows  the  financial  staff  of  a corpora- 
tion to  initiate  an  instruction  through  the  banking  system  to  transfer 
funds.  Instructions  are  forwarded  by  terminals  located  at  the 
customers'  places  of  business  to  the  sending  bank  for  immediate 
processing.  Three  banks  currently  subscribe  to  this  service. 

The  Cash  Management  services  were  enlarged  in  1979  by  the  addition  of 
a consumer  bill  paying  system.  Remittance  Processing/ Data  Capture 
for  retailers  and  other  large  volume  accounts  expedites  the  movement 
of  funds  information  to  the  banks  and  provides  daily  electronic  updating 
of  the  individual  accounts  receivable. 

Sales  credit  personnel  and  inventory  reports  from  remote  offices  are 
provided  to  management  of  customers  using  the  information  reporting 
service.  Thirty-five  customers  presently  use  this  service. 

Data  Exchange  is  the  technology  of  electronic  transfer  of  large  volumes 
of  information  through  a single  service.  NDC  has  the  ability  to  receive 
information  through  a wide  variety  of  means  and  then  transfer  it  into  a 
delivery  format  conforming  to  industry  standards.  NDC  exchanges 
information  with  over  1,000  commercial  banks  and  over  3,000  corpora- 
tions from  more  than  120,000  reporting  units  in  the  U.S.  and  kk  other 
countries. 

• NDC's  Bank  Credit  Card  Systems  account  for  26%  of  revenues  and  are 
currently  being  used  by  approximately  200  banks  serving  over  two  million 
retail  merchant  locations.  The  Bank  Card  System  provides  authorization, 
consumer  billing,  merchant  accounting  and  management  information. 

NDC  provides  point-of-sale  terminal  systems  to  financial  institutions 
for  use  in  serving  their  retail  clients. 

NDC's  voice  authorization  customer  base  is  expanding,  according  to 
NDC  management. 
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NDC  can  nnake  available  to  a client  a complete  credit  card  service 
package,  or  selected  services  which  will  best  support  the  banks'  internal 
requirements  for  both  VISA  and  Master  Charge. 

• Complementing  NDC's  credit  card  services  business  is  a rapidly  growing 
consumer  services  business,  which  accounted  for  6%  of  total  revenue  in  1979. 
NDC  uses  its  si>F'communication  centers  to  process  consumer  orders  in 
accordance  with  merchandiser  requirements.  NDC  is  able  to  handle  large 
volumes  of  telephone  orders  and  to  process  and  distribute  the  data  rapidly  to 
designated  shipping  locations. 

NDC  markets  its  services  to  various  advertising  media  reaching  the 
consumer  markets,  such  as  catalogs,  newspapers,  coupons,  and 
television.  At  present  there  are  60  marketing  organizations  using  this 
service. 

• Two  percent  of  NDC's  1979  revenues  were  derived  from  health  ca^  services. 
A computerized  pharmacy  management  system  called  DataStat^  is  being 
marketed  by  NDC  and  300  systems  have  been  installed.  McKesson  Drug 
Company  markets  DataStat  under  its  own  trade  name.  Econoscript,  and  is  in 
the  process  of  fulfilling  its  agreement  with  NDC  to  sell  and  install  1,500 
systems.  NDC  is  targeting  independent  retail  and  chain  pharmacies  as  well  as 
pharmacies  servicing  nursing  homes. 

DataStat  has  the  following  features; 

. It  enables  a pharmacist  to  maintain  patient  profiles  and  to 
perform  prescription  screening.  DataStat  uses  a computerized 
version  of  a Guide  to  Drug  Interaction  which  allows  the  user  to 
automatically  screen  a patient's  prescription  for  allergies,  drug 
interactions  and  overlaps  before  the  prescription  is  filled.  (The 
drug  interaction  data  base  is  maintained  by  the  Medical 
University  of  South  Carolina.) 

. It  provides  the  pharmacist  with  third-party  billing. 

. The  system  helps  maintain  a pharmacy's  drug  inventory  and 
performs  inventory  control  functions.  Current  cost  information 
for  inventory  and  pricing  and  management  information  purposes 
are  provided  as  well. 

. At  the  end  of  every  monfh,  DataStat  will  provide  an  itemized 
billing  statement  as  well  as  an  overall  purchase  summary  for 
each  customer. 

The  typical  DataStat  system  costs  $995.00  per  month.  It  is  on  the 
General  Services  Administration  schedule  and  installations  have  already 
been  made  in  U.S.  Navy,  Army  and  Air  Force  hospitals. 
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NDC  incurred  net  losses  from  the  DotoStot  Pharmacy  Management 
System  of  approximately  $918,000  in  1978  and  $1,547,000  during  1979. 
NDC  management  claims  DataStat  will  achieve  a break-even  position 
during  FY  1980. 

• Twenty-six  percent  of  NDC's  revenues  were  derived  from  facilities  manage- 
ment contracts  for  credit  card  billing  services.  Of  that  26%,  Atlantic 
Richfield  Company  accounts  for  23%. 

NDC  manages  credit,  collection,  and  billing  systems  for  Arco,  Eastern, 
and  National  Airlines. 

NDC  also  signed  a contract  in  June  1979  with  American  Petrofina 
Company  of  Texas.  Services  provided  include  processing  of  credit 
applications,  embossing  and  mailing  credit  cards,  processing  of  invoices 
and  statements,  remittance  processing,  sending  computerized  letters  to 
delinquent  accounts,  merchandising,  providing  authorization  services, 
providing  customer  service,  providing  imprinter  repair  services, 
processing  bank  card  sales,  handling  client  receivables  accounting,  and 
providing  management  information  reports. 

• The  acquisition  of  Interactive  Sciences  Corproation  (ISC)  gave  NDC  expanded 
capabilities  in  timesharing  technology,  modeling,  forecasting  and  management 
reporting.  In  July  1979,  ISC  was  awarded  a six-year  contract  by  the  Federal 
Election  Commission  in  Washington,  worth  approximately  $3.5  million.  Under 
this  contract  ISC  will  supply  the  FEC  with  total  computer  services  needed  to 
support  the  Federal  Campaign  Financing  Compliance  and  Reporting  System. 


INDUSTRY  AAARKETS  NDC  deals  across  industry  sectors  and  the  Federal 
Government  with  its  services. 


GEOGRAPHIC  MARKETS 

• The  company's  clients  are  primarily  in  the  United  States,  although  there  are 
customers  in  44  countries  outside  the  U.S. 

• Marketing  offices  are  located  in  Atlanta,  Boston,  Charleston  (SC),  Chicago, 
New  York,  Pittsburgh,  Portland,  San  Francisco,  Toronto,  and  Washington,  DC. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• NDC  operates  the  following  equipment  in  its  headquarters  in  Atlanta  and  in 
communication  centers  located  in  Cherry  Hill  (NJ),  Lombard  (IL),  Miami, 
Toronto,  and  Westchester  (IL): 
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One  IBM  303 1 . 

One  IBM  370/148. 

One  UnivQC  I 100/80. 

Four  Univac  494s. 

One  Univac  I 100/20. 

• In  addition,  NDC  installs  Digital  Equipment  PDP  I I /34s  and  I I /70s,  Data 
General  Eclipse  SI  30s  and  S230s,  and  Texas  Instruments  990  series  minicom- 
puters in  support  of  its  services. 

• NDC's  communication  network  uses  leased  lines.  Telenet,  WATS,  foreign 
exchange,  Comshare,  and  GE. 
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COMPANY  HIGHLIGHT 


NATIONAL  DATA  CORPORATION 
One  National  Data  Plaza 
Corporate  Square 
Atlanta,  GA  30359 
(404)  325-3311 


4 

George  W.  Thorpe,  Chairman  of  the 
Board 

L.  C.  Whitney,  President 
Public  corporation,  OTC 
Total  employees  : 1400 

Total  revenues,  fiscal  year  end 
5/31/77:  $34,986,000 


THE  COMPANY 


• National  Data  Corporation  (NDC)  provides  specialized  remote  comput- 
ing and  facilities  management  services.  Key  services  include 
credit  card  authorization  and  billing  services,  primarily  for  petro- 
leum industry  customers.  The  company  also  provides  cash  manage- 
ment, hotel  reservation,  and  merchandise  ordering  services. 

• Revenues  of  the  company  have  been  almost  static  since  1974,  going 
from  $30.6  million  in  1974  to  $32.9  million  in  1976.  Net  Income 
between  1973  and  1977  grew  from  $1.9  million  to  $2.3  million^  a 
growth  of  24%  in  five  years.  The  company  has  no  outstanding  debt 
and  has  an  excellent  cash  position. 

• NDC  has  1400  employees  segmented  as  follows: 


6 Regional  Centers  48% 

ARCO  Contract  32 

Operations  7 

Marketing  5 

R&D  Programming  Support  5 

Administration  3 


100% 

• Major  competition  comes  from  Automatic  Data  Processing,  General 
Electric,  and  Rapidata. 

KEY  PRODUCTS  AND  SERVICES 


• NDC  services  and  the  (unaudited)  revenues  it  derived  from  them  in 
1977  are  as  follows: 

Cash  management  services  $ 7,611,000 

- Bank  credit  card  authorization  services  6,013,000 
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Reservations  and  Merchandise  ordering 


$ 1,848.000 


Terminal  access 


1 145.000 


- Credit  card  billing  other  than  petroleum  1,097.000 

— Petroleum  billing  and  authorization  services  : 

Atlantic  Richfield  Company  credit  card  billing  13,914,000 

Petroleum  credit  card  authorization  services  2,760,000 

Other  598,000 

total  $34,986,000 


Cash  management  is  now  one  of  the  company's  largest  services  and 
a growing  market  segment.  More  than  1,000  companies  with  numerous 
chain  stores  are  able  to  keep  up  with  combined  daily  cash  receipts 
through  a deposit  reporting  service.  The  service  is  offered 
through  more  than  100  banks  in  the  U.S.  and  Canada. 

Services  offered  over  NDC's  high  speed  communications  network  in 
the  U.S.  and  Canada  include: 

- Credit  card  charge  authorization:  used  by  oil  companies,  air- 
lines, retail  chains,  and  certain  Interbank/Master  Charge  and 
VISA  (formerly  BankAmericard)  Issuing  banks.  This  service  is 
used  by  29  petroleum  companies. 

Sales  draft  processing:  clearing  house  services  for  processing 

credit  card  sales  tickets.  Including  sorting,  processing,  balanc- 
ing,and  reconciling  sales  drafts  supplied  by  retailers  who  accept 
bank  credit  cards.  (Includes  National  Billing  Systems,  Inc. 
revenues) . 


- Subsidiary,  National  Billing  Systems,  Inc.:  billing-related  ser- 

vices to  Atlantic  Richfield  on  an  FM  type  contract.  Services 
include  billing  and  collection,  processing  of  invoices,  prepara- 
tion of  related  reports,  and  related  functions  such  as  customer 
relations  and  promotional  merchandise  sales  mailing.  NDC  predicts 
that  the  percent  of  revenues  derived  from  this  contract  should 
be  reduced  to  15%  of  total  revenues  by  1981. 


Bank  deposit  and  bank  balance  reporting  service:  a rapidly  grow- 

ing service  which  enables  financial  officers  of  corporate  customers 
of  participating  banks  to  receive  dally  bank  balance  infor- 
mation. This  facilitates  more  rapid  cash  management  decisions. 
These  servies  account  for  22%  of  1977  revenues  and  are  growing 
at  a 29%  annual  rate. 


August  1977 


(c)  1 977  by  INPUT,  Menlo  Park,  CA.  94025.  Reproduction  Prohibited.  INPUT 


COMPANY  HIGHLIGHT/NATIONAL  DATA  CORPORATION 

- Consumer  services:  catalog  and  phone  ordering,  hotel  and  motel 

reservation  service,  and  a locator  and  prospecting  system  for 
automobile  manufacturers . Accounts  for  5%  of  revenues. 

• NDC  performs  FM  services  for  banks  and  airlines.  In  addition,  NDC 
has  signed  an  extended  term  contract  with  Security  Pacific  National 
Bank  of  California  to  install  and  maintain  a POS  authorization  net- 
work. 

• In  January.  1977  NDC  entered  the  health  care  field  by  acquiring  a 
pharmacy  management  system  drug  interaction  guide  developed  at  the 
Medical  University  of  South  Carolina.  There  are  approximately  40- 
50  users  of  this  pharmacy  system. 

• The  company  also  has  an  agreement  with  Comshare,  Inc.,  which  enables 
NDC  to  offer  interactive  services  to  its  users  over  Comshare  s net- 
work. 

APPLICATIONS  NDC  offers  primarily  industry  specialized  applications. 

INDUSTRY  MARKETS  The  company  services  a variety  of  Industries,  Including 
petroleum,  banking,  retail,  services,  medical,  and  manufacturing, 

GEOGRAPHIC  MARKETS  The  company  services  clients  nationwide  through  12 
sales  offices,  which  include  New  York,  Pittsburgh,  Chicago,  Atlanta,  Dal- 
las, Los  Angeles,  San  Francisco,  and  Toronto.  In  addition,  communica- 
tions centers  are  located  in  Atlanta,  GA;  Cherry  Hill,  NJ;  Reno.  NV*  Tor- 
onto, OT , Canada;  and  Westchester,  IL.  Clients  are  concentrated  in  the 
major  financial  centers. 

COMPUTER  HARDWARE  AND  SOFTWARE  NDC  operates  three  Unlvac  494s,  two 
Univac  9400s,  and  one  Burroughs  6700, 
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NATIONAL  DATA  CORPORATION 

One  Natbnol  Data  Plaza  Corpaote  Square  >.  Attanto,  Georgia  30329  v 404-329-3500 

NEWS  RELEASE 


For  further  information  contact; 

Robert  K.  Otterbourg  & Company 
560  Sylvan  Avenue 
Englewood  Cliffs,  N.J.  07632 
201  871/0616 

NATIONAL  DATA  CORPORATION  ACQUIRES  PROHECA 

ATLANTA,  Ga.  August  10,  1978  - National  Data  Corporation,  (NASDAQ  Symbol:  NDTA) 

one  of  the  nation's  ten  largest  computer  services  companies,  has  acquired  the 
principal  assets  of  Probeca,  Inc.,  a company  that  specializes  in  health  care  data 
services.  The  acquisition  was  completed  for  an  undisclosed  amount  of  cash  plus 
future  royalties. 

Probeca,  based  in  Charleston,  South  Carolina,  developed  the  Pharmacy  Management 
System,  which  became  the  basis  of  the  DataStat  system  when  National  Data  acquired 
its  world-wide  rights  in  January  1977. 

In  announcing  the  acquisition,  L.C.  Whitney,  National  Data's  President,  said 
that  Proheca's  operations  would  be  merged  into  the  Company's  existing  Health  Care 
Data  Services'  Division.  Roy  Thaxton,  Proheca's  President,  becomes  the  Division's 
Marketing  Director,  while  Mark  Braunstein,  M.D.,  John  D.  James,  pharmacist,  and 
Stephen  P.  Miller,  computer  systems  designer,  principals  in  Probeca  and  specialists 
in  the  application  of  computerized  systems  to  health  care  services,  become  full-time 
members  of  the  Division's  Research  and  Development  staff. 

Whitney  also  indicated  that  the  formal  acquisition  of  Probeca  is  another  step 
in  furthering  the  company's  long-term  commitment  to  computerized  health  care  services. 

National  Data,  founded  in  1969,  is  also  a leading  provider  of  cash  management, 
credit  card,  consumer  and  facilities  management  services. 
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COMPANY  HIGHLIGHT 


NATIONAL  DATA  CORPORATION  George  W.  Thorpe,  President 

One  National  Data  Plaza  Public  Corporation 

Corporate  Square 
Atlanta,  Georgia  30329 
(404)  325-3311 

Total  Company  and  Computer  Services  Sales 
as  of  FY  ending  5/76:  $32,946,000 


NUMBER  OF  EMPLOYEES  engaged  in  computer  services:  1300 

KEY  PRODUCTS /SERVICES:  NDC  provides  specialized  remote  computing 

services. 

APPLICATIONS : Services  are  highly  applications  oriented.  Key  applica- 

tions provided  include: 

• Credit  card  charge  authorization:  used  by  several  oil 
oil  companies,  airlines,  retail  chains,  and  certain 
Interbank/Master  Charge  and  BankAmericard  issuing  banks. 

This  service  accounts  for  50%  of  revenues. 

• Subsidiary  National  Billing  Systems  Inc.  provides  billing- 
related  services  exclusively  to  Atlantic  Richfield.  Services 
include  billing  and  collection,  processing  of  invoices, 
preparation  of  related  reports  and  related  functions  such 

as  customer  relations  and  service  and  promotional  merchan- 
dise sales  mailing.  This  service  accounts  for  27%  of 
revenues . 

• Bank  deposit  and  bank  balance  reporting  service:  a new 

service  which  enables  financial  officers  of  corporate 
customers  of  participating  banks  to  receive  dally  bank 
balance  Information  in  order  to  make  more  rapid  cash 
management  decisions. 

• Sales  draft  processing:  provides  clearing  house  services 

for  processing  credit  card  sales  tickets,  including  sorting, 
processing,  balancing  and  reconciling  sales  drafts  supplied 
by  retailers  who  accept  bank  credit  cards. 

• Hotel  and  motel  reservations  service:  used  by  some  1800 

hotels  and  motels,  including  Stouffer  Inns,  Marlott  Motor 
Hotels  and  Hospitality  Motor  Inns.  The  service  is  promoted 
by  several  oil  companies  in  their  travel  literature.  This 
service  accounts  for  2.5%  of  revenues. 
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• Other  applications  of  lessor  significance  include  accounts 

receivable,  inventory  control  and  billing 

INDUSTRY  MARKETS;  NDC  serves  primarily  retail  and  wholesale  distribu- 
tion, petroleum,  hotel/motel  and  banking  industry. 


COMPUTER  HARDWARE  AND  SOFTWARE: 

3 Univac  494s  Omega/customized  TCS 
2 Univac  9400s  Omega/customized  TCS 
1 Burroughs  B-6700  MCP/DMS  2/cusomized  MCS 

OVERALL  ASSESSMENT  AND  TRENDS;  NDC  has  been  spending  between  $1  million 
and  $2  million  on  development  of  new  services.  More  recent  development 
projects  include: 

• Point-of-sale  terminals  test  to  cover  such  services  as  product 
ordering,  descriptive  billing  and  accounting  functions  such 

as  payroll.  These  would  be  in  addition  to  charge  authorization 
and  check  cashing  services  currently  provided. 

• Audio  response  capability  is  under  development  in  conjunction 
with  both  transactions  and  touchtone  telephones. 

NDC  is  currently  involved  in  electronic  funds  transfers  between  various 
financial  institutions.  The  firm  also  recently  arranged  for  a major 
remote  computing  company  to  provide  its  current  customers  with  time  sharing 
capability.  A recent  achievement  was  signing  an  extended  term  contract 
with  Security  Pacific  National  Bank  of  California  whereby  NDC  will 
provide  a turnkey  system  for  authorization  services. 

The  firm  views  its  most  direct  competition  to  be  banks  and  financial 
institutions,  followed  by  computer  manufacturers. 


George  Thorpe  has  been  President  of  NDC  since  the  company  was  founded 
in  1967.  Additional  key  officers  Include: 


Francis  Hughes 
Louis  V.  Gomez 
Joseph  A.  Mattes 
Richard  C.  Hicks 


Executive  Vice  President,  Secretary,  Director 
Senior  Vice  President 
Senior  Vice  President 
Senior  Vice  President 


Net  income  for  fiscal  year  1976  was  $1,923,000,  or  $.38  per  share. 
This  compares  to  1975  revenues  of  $31,277,000,  net  income  of 
$1,889,652  and  earnings  per  share  of  $.36.  Subsidiaries  Include 
National  Billing  Systems,  Inc.,  Georgia,  and  National  Communications 
and  Data  Co.  Ltd.,  Canada. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  MARCH  1985 


NATIONAL  DATA  COMMUNICATIONS, 
INC. 

5440  Harvest  Hill  Road 
Dallas,  TX  75230 
(214)  386-0600 


Jack  S.  Young,  Chairman,  President, 
and  CEO 

Public  Corporation,  OTC 
Total  Employees:  174 
Total  Revenue,  Fiscal  Year  End 
10/31/85:  $6,346,901 


NATIONAL  DATA  COMMUNICATIONS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


YEAR 

ITEM 

10/85 

10/84 

10/83 

10/82 

10/81 

Revenue 

$ 6,347 

$6,937 

$ 6,592 

$16,590 

$ 8,475 

. Percent  increase 

(decrease)  from 

previous  year 

(9%) 

5% 

(60%) 

96% 

(18% 

Income  (loss)  before 

taxes  and  extraordinary 
items 

. Percent  increase 

$ (2,190) 

$ (761) 

$ (13,579) 

$ 

942 

$ (2,908) 

(decrease)  from 
previous  year 

188% 

94% 

* 

132% 

(346% 

Extraordinary  items 

- 

$ 6,807(a) 

- 

$ 

303(b) 

- 

Net  income  (loss) 

$ (2,190) 

$ 6,047 

$ (13,579) 

A 

5 

927 

$ (2,748) 

. Percent  increase 

(decrease)  from 
previous  year 

(136%) 

145% 

* 

134% 

(42 1 % 

Net  earnings  (loss) 

$ 1.60(c) 

$ (5.56) 

$ 

$ (1.14) 

per  share 

. Percent  increase 

$ (0.15) 

0.38(d) 

(decrease)  from 
previous  year 

(109%) 

129% 

* 

1 33% 

(426% 

* Percent  change  exceeds  1 ,000%. 

(a)  Reflects  the  gain  from  debt  restructuring  in  connection  with  NADACOM's  plan 
of  reorganization. 

(b)  Reflects  tax  benefits  from  using  an  operating  loss  carry  forward. 

(c)  Reflects  extraordinary  item  of  $1.80  per  share. 

(d)  Reflects  extraordinary  item  of  $0.12  per  share. 
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Revenue  for  the  three  months  ending  January  31,  1986  was  $1.3  million 
compared  to  $1.7  mi  lion  for  the  same  period  in  1985.  Net  losses  were 
$330,976  compared  to  losses  of  $209,283  for  the  same  period  a year  ago. 

National  Data  Communications  has  not  made  substantial  attempts  to  market 
new  systems  since  mid- 1 983  because  of  its  great  financial  difficulties.  In 
September  I 985  the  company  discontinued  marketing  its  then  current  system 
of  hardware  and  software  and  began  developing  a new  system  based  on  current 
advances  in  hardware  and  software  technology.  The  company  is  maintaining 
its  contractual  relationships  with  its  current  clients  and  continues  to  support 
the  systems  it  has  in  place. 


SOURCE  OF  REVENUE 


• A three-year  summary  of  source  of  revenue  follows  ($  millions): 


'^'^^^^FISCAL  YEAR 
ITEM 

10/85 

10/84 

10/83 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Equipment  sales 

$0.2 

3% 

$0.6 

9% 

$1.3 

20% 

Maintenance  and 
support 

4.5 

72 

4.2 

61 

3.8 

Software  license 
fees 

0.7 

1 1 

0.8 

1 1 

0.5 

o 

8 

Programming  fees 

0.9 

14 

l.l 

16 

0.8 

12 

Interest  and  other 
income 

0.2 

3 

0.2 

3 

Total 

$6.3 

100% 

$6.9 

100% 

$6.6 

100% 

• One  hundred  percent  of  the  company's  revenue  is  derived  from  the  U.S. 
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NATIONAL  DISTRIBUTOR 
SYSTEMS,  INC. 

959  Main  Street 
Stratford,  CT  06497 
(203)  378-6010 


John  Hillgen,  President  and  CEO 
Private  Company 
Total  Employees;  11 
Total  Revenue,  Fiscal  Year  End 
10/31/88;  $3,200,000 


The  Company  National  Distributor  Systems,  Inc.  (NDS),  founded  in  1982, 

provides  the  CONTROL™  family  of  minicomputer-based  turnkey 
systems  and  professional  services  exclusively  for  the  wholesale 
food  distribution  industry. 

Total  fiscal  1988  revenue  reached  $3.5  million,  a 17%  increase 
over  fiscal  year  1987  revenue  of  S3  million.  A three-year  revenue 
summary  follows; 


NATIONAL  DISTRIBUTOR  SYSTEMS,  INC. 
THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

10/88 

10/87 

10/86 

Revenue 

$3.5 

$3.0 

$2.0 

• Percent  increase 

from  previous  year 

17% 

50% 

15% 

NDS  management  attributes  the  increases  in  revenue  to  a steady 
increase  in  both  sales  of  new  equipment  and  annual  support 
contracts,  and  to  maintenance  of  high  customer  satisfaction  with 
previous  support  contracts. 
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Key  Products  and 
Services 


As  of  October  31,  1988,  NDS  had  approximately  10  employees, 
segmented  as  follows: 


Marketing  and  sates  1 

Customer  support  6 

Research  and  development  1 

Computer  operations  1 

General  and  administrative  1 


10 


NDS  currently  has  11  employees. 

NDS'  major  competitors  include  IBM  and  Distribution 
Management  Systems,  Inc.  (DMS). 


Approximately  60%  of  NDS'  fiscal  1988  revenue  was  derived  from 
turnkey  systems,  and  the  remaining  40%  from  professional 
services.  This  revenue  breakdown  was  basically  the  same  for  fiscal 
1987  and  1986  revenues. 

• Approximately  50%  of  the  fiscal  1988  revenue  for  turnkey 
systems  was  derived  from  equipment,  and  the  remaining  50% 
from  packaged  software. 

• Approximately  90%  of  the  fiscal  1988  revenue  for  professional 
services  was  derived  from  education  and  training,  and  the 
remaining  10%  from  software  development.  All  of  this  revenue 
was  derived  from  the  wholesale  distribution  industry. 

CONTROL™,  introduced  in  1975,  is  NDS'  integrated  turnkey 
system  that  is  designed  for  wholesale  food  distributors. 

CONTROL  systems  are  modularly  designed  and  operate  on  DEC 
PDP-11  series  minicomputers  running  the  CTS  300  operating 
system  and  DEC  VAX  series  minicomputers  running  the  VMS 
operating  system. 

There  are  currently  more  than  200  CONTROL  turnkey  system 
installations. 

• CONTROL  system  modules  include  the  following: 

- The  Order  Processing  System  is  the  foundation  of 
CONTROL.  System  capabilities  include  accounts 
receivable,  invoicing,  inventory  control,  order  entry,  picking, 
pricing,  and  purchasing;  sales  commissions  and  analysis;  and 
transportation  routing. 
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• Optional  order-processing  modules  include  salesperson 
remote  order  entry  and  parametized  bid  system. 

- The  Manufacturing-Bill  of  Materials  System,  introduced  in 
1988,  is  designed  for  food  manufacturers/processors  as  a 
front  end  for  the  Order  Processing  System.  It  allows 
manufacturers  to  project  their  materials  requirements, 
relieve  raw  inventory,  and  update  finished  goods. 

• The  Manufacturing-Bill  of  Materials  System  is  priced  at 
$15,000,  including  installation  and  training.  The  system 
currently  has  3 installations  in  the  U.S. 

- The  Accounts  Payable  System  monitors  and  controls 
incoming  vendor  invoices,  liability  and  discounts,  check  and 
voucher  preparation,  expense  and  vendor  analysis,  and 
maintains  historical  data  with  optional  check  reconciliation 
and  detailed  vendor  payment  history.  The  system  can 
support  up  to  nine  different  companies  and  can  be  integrated 
with  the  General  Ledger  System. 

- The  Payroll  System  provides  automatic  gross-to-net 
preparation  of  payroll  checks  and  earnings  stubs  for  up  to 
nine  companies.  The  system  can  be  integrated  with  the 
General  Ledger  System. 

- The  General  Ledger  System  provides  financial  reporting  on 
a departmental,  consolidated,  summary,  budgeted,  or 
comparative  basis.  Up  to  nine  companies  can  be  supported, 
and  the  system  interfaces  with  Payroll,  Accounts  Payable, 
and  Order  Processing. 

- The  Vehicle  Cost  and  Maintenance  Scheduling  System  is  a 
stand  alone  software  module  designed  to  inform  the  user 
when  vehicles  are  due  for  scheduled  maintenance  and  to 
capture  costs  by  repair  codes  and  vehicles. 

• The  system  is  built  around  four  Information  files, 
including  Vehicle  Master,  Repair  Master,  Preventive 
Maintenance  Master,  and  Repair  History. 

CONTROL  software  prices  include  installation  and  training.  The 
Order  Processing  System  price  ranges  from  $20,000  to  $65,000. 
Accounts  Payable,  Payroll,  General  Ledger,  and  Vehicle  Cost  and 
Maintenance  Scheduling  are  priced  at  $2,000  each.  Maintenance 
fees  range  from  $2,600  to  $4,700  annually.  There  are  over  200 
systems  currently  installed. 
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Industry  Markets 


Geographic 

Markets 


Computer 
Hardware  and 
Software 


The  CONTROL  turnkey  system  software  is  based  on  DIBOL 
source  code.  It  operates  on  DEC  PDP-11  computer  systems 
running  under  CTS-300  OS  as  well  as  DEC  VAX  computer 
systems  running  under  VMS  OS. 

PC  INTERFACE  TO  CONTROL™,  introduced  in  1988,  allows 
CONTROL  users  to  access,  download,  and  manipulate 
minicomputer-based  data  from  a microcomputer  using  off-the- 
shelf  commercial  microcomputer  applications  software. 
Compatible  microcomputer  software  categories  include 
spreadsheets,  desktop  publishing,  word  processing,  and  others. 

• RoadNet™,  a UPS  proprietary  routing  system  application,  is  a 
compatible  PC  application  with  PC  interface  to  CONTROL. 
RoadNet  is  priced  from  $10,000  to  $30,000. 

• The  PC  interface  to  CONTROL  runs  on  IBM  and  compatible 
microcomputers  and  ranges  in  price  from  $1,000  to  $3,000. 
There  are  currently  150  installations  in  the  U.S. 


Virtually  100%  of  NDS'  fiscal  1988  revenue  was  derived  from  the 
wholesale  distribution  industry,  primarily  from  food,  tobacco  and 
candy,  and  paper  distributors. 


Approximately  99%  of  fiscal  1988  revenue  was  derived  from  the 
U.S.,  with  the  remaining  1%  derived  from  Canada. 


NDS  has  the  following  computers  installed  at  its  data  center  in 
Stratford  (CT)  in  support  of  its  services  and  products: 

• 3 DEC  PDP- 11s,  CTS-300. 

• 1 DEC  VAX,  VMS. 

• 1 IBM  PC,  IBM  DOS. 
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COMPANY  PROFILE 


NATIONAL  DISTRIBUTOR  SYSTEMS 

959  Main  Street 
Stratford,  CT  06497 
(203)  378-6010 


John  Hillgen,  President 
Private  Company 
Total  Employees:  7 
Total  Revenue,  Fiscal  Year  End 
10/31/85:  $1,700,000 


THE  COMPANY 

• National  Distributor  Systems  (NDS),  founded  in  1982,  provides  turnkey 
systems  and  professional  services  for  the  wholesale  food  distribution  industry. 

• NDS'  fiscal  1985  revenue  reached  $1.7  million.  NDS  management  expects 
fiscal  1986  revenue  will  exceed  $2  million. 

KEY  PRODUCTS  AND  SERVICES 

• NDS  derived  approximately  40%  of  fiscal  1985  revenue  from  turnkey  systems 
sales,  40%  from  maintenance  of  turnkey  systems,  and  the  remaining  20%  from 
professional  services  (50%  custom  software  development,  40%  consulting,  and 
10%  education  and  training  services). 

• CONTROL  is  NDS'  integrated  turnkey  system  designed  for  wholesale  food 
distributors.  CONTROL  systems  are  modularly  designed  and  operate  on  DEC 
PDP-1  I series  minicomputers  running  the  CTS  300  operating  system. 

CONTROL  system  modules  available  include  Order  Processing  System, 
Accounts  Payable  System,  Payroll  System,  General  Ledger  System, 
Vehicle  Cost  and  Maintenance  Scheduling  System,  and  Fixed  Asset 
Accounting  System. 

. The  Order  Processing  System  is  the  foundation  of  CONTROL. 
System  capabilities  include  accounts  receivable,  invoicing, 
inventory  control,  order  entry,  picking,  pricing,  purchasing, 
commissions,  and  sales  analysis. 

Optional  order  processing  modules  include  salesman 
remote  order  entry,  salesman  call  report,  and  parama- 
tized  bid  system. 

. The  Accounts  Payable  System  monitors  and  controls  incoming 
vendor  invoices,  liability  and  discounts,  check  and  voucher 
preparation,  expense  and  vendor  analysis,  and  maintains  histor- 
ical data  with  optional  check  reconciliation  and  detailed  vendor 
payment  history.  The  system  can  support  up  to  nine  different 
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companies  and  can  be  integrated  with  the  General  Ledger 

System. 

. The  Payroll  System  provides  automatic  gross  to  net  preparation 
of  payroll  checks  and  earnings  stubs  for  up  to  nine  companies. 
The  system  can  be  integrated  with  the  General  Ledger  System. 

. The  General  Ledger  System  provides  financial  reporting  on  a 
departmental,  consolidated,  summary,  budgeted,  or  comparative 
basis.  Up  to  nine  companies  can  be  supported,  and  the  system 
interfaces  with  Payroll  and  Accounts  Payable. 

. The  Vehicle  Cost  and  Maintenance  Scheduling  System  is  a stand- 
alone software  module  designed  to  inform  the  user  when 

vehicles  are  due  for  scheduled  maintenance  and  to  capture  costs 
by  repair  codes  and  vehicles. 

The  system  is  built  around  four  information  files 
including  Vehicle  Master,  Repair  Master,  Preventive 

Maintenance  Master,  and  Repair  History. 

. The  Fixed  Asset  System  is  a standalone  software  module  that 
maintains  an  inventory  of  property  items  and  calculates 

depreciation  for  each  using  a variety  of  depreciation  methods. 

CONTROL  software  prices  include  installation  and  training.  The  Order 
Processing  System  is  priced  at  $20,000.  Accounts  Payable,  Payroll, 
General  Ledger,  Vehicle  Cost  and  Maintenance  Scheduling,  and  Fixed 
Asset  Accounting  Systems  are  priced  at  $1,500  each. 

There  are  currently  more  than  1,400  installations  of  CONTROL  turnkey 
systems. 

In  June  1986  NDS  introduced  a CONTROL  module  designed  for  food  manufac- 
turers/processors called  Manufacturing-Bill  of  Materials  System.  The  new 
product  Is  a front-end  bill  of  materials  system  for  the  Order  Processina 
System.  ^ 

The  Manufacturing-Bill  of  Materials  System  is  priced  at  $5,000 
including  installation  and  training.  The  system  is  currently  in  testing. 

PC  Interface  to  CONTROL  will  be  introduced  in  September  1986.  The  PC 
interface  will  allow  CONTROL  users  to  download  data  from  the  minicomputer 
and  manipulate  the  data  for  spreadsheet  and  word  processing  functions  on  a 
personal  computer.  The  data  can  then  be  uploaded  into  the  minicomputer. 

The  interface  is  currently  in  development  and  pricing  has  not  been 
finalized. 
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INDUSTRY  MARKETS 

• NDS  derived  all  of  fiscal  1985  revenue  from  the  wholesale  distribution 
industry,  primarily  from  food,  tobacco  and  candy,  and  paper  distributors. 

GEOGRAPHIC  MARKETS 

• Approximately  99%  of  fiscal  1985  revenue  was  derived  from  the  U.S.  The 
remaining  1%  was  derived  from  Canada. 

COMPUTER  HARDWARE 

• NDS  maintains  two  DEC  PDP-I  I computer  systems  running  under  the  CTS  300 
operating  system. 
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COMPANY  PROFILE 


NATIONAL  FSI,  INC. 

2777  Stemmons  Freeway 


William  D.  McFarlin,  Chairman  and  CEO 
Robert  E.  Tierney,  President  and  COO 
Public  Corporation,  OTC 
Total  Employees:  190  (12/86) 

Total  Revenue,  Fiscal  Year  End 


Suite  700 
Dallas,  TX  75207 
(214)  689-3200 


12/31/86:  $15,447,986 


THE  COMPANY 


National  FSI,  Inc.  provides  application  software,  turnkey  systems,  on-line  and 
batch  processing,  and  associated  support  services  for  the  administration, 
recordkeeping,  and  investment  management  and  analysis  of  pension,  profit 
sharing,  and  other  employee  benefit  plans.  The  company  currently  has  over 
260  clients  in  44  states. 

National  FSI  was  incorporated  in  August  1980  and  commenced  opera- 
tions in  January  1981.  During  1984  all  of  National  FSI's  shares  were 
sold  to  Information  Science  Incorporated  (InSci)  and  National  FSI 
became  a wholly  owned  subsidiary  of  InSci. 

During  March  1985,  former  National  FSI  shareholders  reacquired  the 
company  from  InSci  for  $5.5  million  in  cash,  a $1.6  million  note  pay- 
able, and  400,000  shares  of  InSci  stock. 

In  August  1985,  National  FSI  made  an  initial  public  offering  of 
shares  of  its  common  stock.  Net  proceeds  to  the  company  were  used 
for  reduction  of  debt  and  working  capital. 

National  FSI's  1986  revenue  reached  $15.4  million,  a 7%  decrease  from  $16.6 
million  for  1985.  Net  losses  were  $391,000,  compared  to  net  income  of  $2.1 
million  for  1985.  A five-year  financial  summary  follows: 
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NATIONAL  FSI,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


YEAR 

ITEM 

1986 

1 985  (a) 

1984 

1983 

1982 

Revenue 

. Percent  increase 
(decrease)  from 

$ 15,448 

$ 16,634 

$ 10,873 

$7,758 

$4,301 

previous  year 

(7%) 

53% 

40% 

80% 

N/A 

Income  (loss)  before 

taxes 

. Percent  increase 
(decrease)  from 

$ (405) 

$ 2,390 

$ 1,823 

$ 1,549 

$ 801 

previous  year 

(117%) 

31% 

18% 

93% 

N/A 

Net  income  (loss) 

. Percent  increase 
(decrease)  from 

$ (391) 

$ 2, 143(b) 

$ 1, 796(b) 

$ 917 

$ 477 

previous  year 

(118%) 

19% 

96% 

92% 

N/A 

Earnings  (loss)  per 
share 

. Percent  increase 
(decrease)  from 

$ (0.13) 

$ 0.95 

$ 0.84 

$ 0.43 

$ 0.22 

a 

previous  year 

(114%) 

13% 

95% 

95% 

N/A  1 

(a)  Results  for  1985  combine  historical  costs  of  the  company  prior  to  its 
reacquisition  (January  I through  March  12)  together  with  the  results  of 
National  FSI  subsequent  to  its  purchase  from  InSci  (March  13  throuqh 
December  31). 

(b)  Includes  federal  income  tax  benefit  of  a tax  sharing  arrangement  with 
InSci  of  $873,000  and  $734,000  for  1985  and  1984,  respectively. 

Historically,  the  company's  revenue  has  been  derived  from  Wang-based  turn- 
key systems  and  associated  support  services.  During  1984  the  company  began 
converting  its  software  to  IBM  and  compatible  computers  and  increased  its 
emphasis  on  batch  and  remote  processing  services  as  a continuing  source  of 
revenue. 
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A three-year  summary  of  source  of  revenue,  as  provided  by  National 
FSI  management,  follows: 


FISCAL  YEAR 

ITEM 

1986 

1985 

1984 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Software  license 

fees 

$ 3,074 

20% 

$ 5,754 

35% 

$ 3,057 

28% 

Computer  equipment 

sales 

3,318 

21 

3,209 

19 

2,848 

26 

Support,  maintenance. 

and  processing  fees 

9,056 

59 

7,671 

46 

4,968 

46 

T otal 

$15,448 

1 00% 

$ 16,634 

100% 

$ 10,873 

1 00% 

National  FSI  management  attributes  revenue  declines  in  1986  primarily 
due  to  the  decreases  in  installations  of  licensed  systems,  resulting  from 
delayed  or  deferred  purchase  decisions  caused  by  proposed  legislature 
changes,  as  well  as  market  conditions  that  were  less  favorable  than  in 
previous  years. 

Hardware  revenue  increased  3%  during  1986  due  to  increased  sales  of 
additional  equipment  to  existing  customers. 

Support,  maintenance,  and  processing  service  revenue  increased  18% 
during  1986  due  to  increased  batch  and  remote  computing  operations. 

• Revenue  for  the  six  months  ending  June  30,  1987,  was  $7.9  million,  compared 
to  $8  million  for  the  same  period  in  1986.  Net  income  was  $27,000  compared 
to  net  losses  of  $254,000  for  the  same  period  a year  ago. 

• As  of  December  31,  1986,  National  FSI  had  190  employees.  The  company 
currently  has  207  employees. 

• Major  competitors  include  FRISCO,  Inc.  (Dun  & Bradstreet),  DYATRON 
Corporation,  ACTl,  and  Hewitt  & Associates. 

KEY  PRODUCTS  AND  SERVICES 

• National  FSI  currently  offers  four  principal  product  lines  for  use  in  the  admin- 
istration, recordkeeping,  and  investment  management  and  analysis  of  pension, 
profit  sharing,  and  other  employee  benefit  plans— EBAS,  PLUS,  IPS,  and  PAS. 
Each  product,  with  the  exception  of  PAS,  is  available  as  an  application  soft- 
ware product,  a turnkey  system,  or  as  a batch  or  on-line  processing  service. 
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Employee  Benefit  Administration  Systems  (EBAS)  is  a participant 
recordkeeping  system  designed  to  automate  all  types  of  employee 
defined  contribution  plans,  including  40 1 (K),  ESOP,  TRASOP,  PAYSOP, 
IRA,  thrift,  stock  bonus,  and  profit  sharing  plans.  EBAS  is  designed  for 
plans  ranging  from  one  to  more  than  50,000  participants. 

Pension  Lump  Sum  System  (PLUS)  is  an  on-line  pension  disbursement 
system  designed  to  handle  recurring  pension  payments  to  annuitants  or 
retirees  and  lump  sum  payments  to  participants  who  withdraw  or 
terminate  from  defined  contribution  plan.  In  addition  to  preparing 
checks,  PLUS  handles  all  taxation  and  other  withholding  or  deduction 
requirements.  PLUS  is  used  by  corporations  and  institutions  that  pay  a 
volume  of  disbursements  ranging  from  a few  hundred  per  month  to  over 
1 00,000  per  month. 


Investment  Performance  System  (IPS)  is  an  on-line  investment  per- 
formance analysis  system  designed  to  produce  reports  showing  rates  of 
return  and  other  performance  statistics  for  invested  funds  of  pension 
and  profit  sharing  trusts,  personal  endowments,  and  other  portfolios. 
The  system  is  used  by  individuals  responsible  for  the  review  and  control 
of  the  investment  process.  Typical  customers,  such  as  bank  trust 
departments,  can  use  the  system  to  provide  a variety  of  reports  for  any 
portfolio. 


Participant^  Accounting  System  (PAS)  is  an  on-line  recordkeeping 
system  designed  to  provide  daily  administration  of  employee  benefit 
plans  that  use  mutual  fund  investment  options.  PAS  accommodates 
most  money  market  funds,  GICs,  and  mutual  funds  as  investment 
vehicles  for  thrift,  profit  sharing,  ESOP,  TRASOP,  40 1 (K),  and  403(b) 
plans.  PAS  also  porovides  recordkeeping  for  other  individual  share- 
holders and  corporate  defined  contribution  plans.  It  is  marketed  to 
major  mutual  fund  companies  and  insurance  companies. 

A three-year  summary  of  source  of  revenue  by  product  line  follows: 

1986  1985  1 984 


EBAS 

56% 

52% 

63% 

PLUS 

26 

24 

19 

IPS 

8 

7 

7 

PAS 

io 

17 

j_l_ 

100% 

100% 

100% 

All  products  are  available  as  an  on-line  or  batch  processing  service, 
with  the  exception  of  PAS  which  is  available  only  as  an  on-line  service. 
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IPS  is  available  on  IBM  or  Wang  mainframes  and  microcomputers. 
EBAS  is  available  on  Wang  mainframes  and  on  IBM  and  Wang  micro- 
computers. PLUS  is  available  on  Wang  mainframes. 

• Other  products  introduced  during  1986  by  National  FSl  include  the  following: 

PCTrans,  a micro-mainframe  data  exchange  facility. 

RMS,  a tool  for  tracking  computer  and  application  usage. 

• Support/maintenance  services  provided  by  National  FSl  include  the  following: 

Software  maintenance,  with  annual  fees  ranging  from  8-15%  of  the 
current  license  fee. 

Custom  software  modifications  and  enhancements,  normally  on  a time 
and  materials  basis. 

Training  at  National  FSl  headquarters  or  the  client's  site. 

Consulting  in  employee  benefits,  benefit  plan  analysis,  and  investment 
performance  analysis. 

Hardware  maintenance  for  Wang  equipment  is  provided  by  Wang. 
INDUSTRY  MARKETS 

• National  FSI's  primary  market  includes  banks  and  bank  trust  departments, 
mutual  funds,  insurance  companies,  and  Fortune  1000  corporations. 

GEOGRAPHIC  MARKETS 

• National  FSI's  revenue  is  derived  from  the  U.S..  The  company  has  clients  in 
44  states. 

• The  company  has  sales  representatives  in  Dallas,  Boston,  New  York,  and  New 
Jersey. 


5 of  5 

October  1 987 


©1987  by  INPUT.  Reproduction  Prohibited, 


INPUT 


J 


J 


COMPANY  HIGHLIGHT 


NATIONAL  SHAREDATA 
CORPORATION 

9330  Amberton  Parkway 
Dallas,  TX  75243 
(214)  238-7308 


Daniel  B.  Stuart,  Chairman  of 
the  Board 

Charles  R.  Scott,  President/Chief 
Executive  Officer 
Private  Corporation 
Total  Employees;  412 
Total  Revenues,  EYE  12/31/79: 
$33  million 


THE  COMPANY 


• National  Sharedata  Corporation  (NSC)  is  a pioneer  in  facilities  management 
(FM)  and  automated  customer  services  for  banks.  Starting  in  1969,  NSC 
introduced  a network  of  computer  centers  servicing  more  than  400  U.S.  banks, 
and  more  than  1,000  other  businesses  by  1979.  Today,  the  company  operates  15 
computer  centers  serving  over  700  customers  (including  250  banks)  in  12 
states.  On-line,  batch,  and  remote  computer  services  (RCS)  are  operated  from 
these  centers. 

• NSC  was  founded  in  1969  by  Daniel  B.  Stuart.  It  was  acquired  in  1973  by 
Western  Union  Corporation  for  887,000  shares  of  common  stock  then  valued  at 
about  $15.5  million.  In  December  of  1979,  Western  Union  sold  NSC  to  a group 
of  present  and  former  NSC  management  because  Western  Union's  new,  long- 
range  strategy  is  to  concentrate  its  facilities  on  the  communications  and 
satellite  business. 

• Under  the  terms  of  the  sale.  Western  Union  agreed  to  provide  or  guarantee  a 
line  of  credit  up  to  $3.2  million  through  1982,  $1.7  million  through  1984,  and 
$833,000  through  1986.  In  addition,  the  existing  debt  to  Western  Union  was 
converted  to  10%  cumulative,  nonvoting,  preferred  stock  to  be  redeemed 
together  with  accumulated  dividends  beginning  in  1986  through  a sinking  fund 
agreement  concluding  in  1990. 

• NSC  will  not  be  producing  an  annual  report  this  fiscal  year,  which  will  end 
March  31,  1980,  as  there  will  only  be  one  quarter  of  independent  operation  for 
the  company. 

• Western  Union  reports  NSC's  revenues  for  1979  were  $33  million,  down  from 
$38.4  million  the  previous  year.  This  reduction  in  revenues  resulted  from  the 
termination  of  several  old  FM  contracts.  NSC  forecasts  1980  revenues  in  the 
amount  of  $20  million  upon  solidifying  its  business  base  after  transferring  the 
remaining  FM  contracts  to  new  company  management. 
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• Because  of  its  long  history  of  providing  FM  services  to  banks,  NSC's  major 
strengths  are; 

Knowledge  of  banking  operations. 

On-line  data  processing  expertise. 

Skills  in  the  management  and  coordination  of  data  processing  activities 
towards  banking  objectives. 

Stabilization  of  a bank's  costs  in  providing  data  processing. 

• The  company's  major  competitors  are  Systematics  and  Electronic  Data  Sys- 
tems. 

• NSC  has  412  employees  in  the  following  categories: 


Marketing/sales  18 

Software  services/customer  support  70 

Computer  operations  237 

General  and  administration  40 


TOTAL  412 


KEY  PRODUCTS  AND  SERVICES 

• NSC's  product  line  supports  a full  range  of  banking,  S & L,  and  ACS  services, 
as  shown  in  Exhibit  I. 

• National  Sharedata's  comprehensive  on-line  information  systems  software  for 
banks  is  called  SOLIS  (Sharedata  On  Line  Information  System).  It  uses  the 
bank's  base  accounting  system  as  a stepping  stone  to  new  asset,  financial,  and 
management  systems. 

The  first  capability  of  SOLIS  is  the  Account  Inquiry  System  (AIS)  which 
provides  on-line  audio  response  and  video  terminal  inquiry  capabilities 
for  the  major  banking  applications  (demand  deposit,  savings,  certificate 
of  deposit,  and  commercial  loans). 

The  Customer  Information  System  (CIS)  is  designed  to  provide  a 
common  denominator  to  the  overall  system.  Major  features  of  CIS  are: 

. Provision  of  a base  for  banks  to  expand  their  own  management 
reporting  systems. 

. Identification  keys  based  on  the  customer's  name,  not  on  a 
numeric  ID. 
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EXHIBIT  I 
NSC 

APPLICATION  PROFILE 


• 

PROGRAMMING  LANGUAGES  SUPPORTED 

- 

COBOL 

• 

FINANCIAL  APPLICATIONS 

— 

DEMAND  DEPOSIT  ACCOUNTING 

- 

SAVINGS 

- 

INSTALLMENT  LOANS 

- 

COMMERCIAL  LOANS 

- 

CERTIFICATES  OF  DEPOSIT 

- 

PROOF  OF  DEPOSIT 

- 

TRUST 

- 

AUTOMATED  GENERAL  LEDGER 

BUDGETARY  ACCOUNTING 
RESPONSIBILITY  REPORTING 

- 

SAFE  DEPOSIT 

• 

GENERAL  BUSINESS 

_ 

PAYROLL 

- 

ACCOUNTS  PAYABLE 

- 

ACCOUNTS  RECEIVABLE 

- 

GENERAL  LEDGER 

- 

FIXED  ASSETS 

- 

CORPORATE  TRUST 

- 

FUEL  OIL  ACCOUNTING 

- 

SAFE  DEPOSIT 

- 

STOCKHOLDER  RELATIONS 

- 

ACCOUNT  RECONCILIATION 

• 

MANAGEMENT  REPORTING  SYSTEMS 

- 

PCS  (PRODUCTION  CONTROL  SYSTEMS) 

• 

SHAREDATA  ON-LINE  INFORMATION  SYSTEM  (SOLIS) 

- 

CUSTOMER  INFORMATION  SYSTEM  (CIS) 

ACCOUNT  INQUIRY  SYSTEM  (AIS) 
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. Ability  to  process  related  account  information  and  determine 
both  account  and  customer  profitability. 

. Knowledge  of  all  accounts  for  each  customer  within  the  bank. 

. Identification  of  customers  who  are  not  on  one  or  more  of  the 

bank's  services  for  sales  purposes. 

SOLIS  is  specifically  designed  to  interface  with: 

. CRT  terminal. 

. Touch-tone  telephones. 

. Teller  terminals. 

. Minicomputers. 

. Bank  machines. 

. Remote  data  communications  units 

. Transaction  telephones. 

Of  the  $20  million  in  revenues  forecast  for  1980,  50%  ($10  million)  will  derive 
from  FM,  and  50%  ($10  million)  from  Automated  Customer  Services  (ACS)  for 
smaller  banks,  and  miscellaneous  general  business  computing  services.  ACS 
services  are  akin  to  correspondent  banking  services  offered  by  some  large 
banks  to  smaller  banks. 

These  ACS  bank  services  are  provided  from  all  computer  sites.  The  nonbank- 
ing, general -business  computing  services  are  provided  from  five  of  these  data 
centers  also. 


INDUSTRY  MARKETS 

• Of  the  $20  million  revenue,  97.5%  derives  from  banks  (96%)  and  savings  and 
loans  (1.5%).  The  remaining  2.5%  comes  from  miscellaneous  customers  having 
mainly  payroll  applications. 


GEOGRAPHIC  MARKETS 

• All  of  NSC's  revenues  originate  in  the  U.S.  A geographic  breakdown  follows: 
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- 

West  North  Central 

50% 

- 

West  South  Central 

25 

- 

Pacific 

25 

100% 

COMPUTER  HARDWARE 

• In  addition  to  its  ten  bank  FM  locations,  and  its  in-house  IBM  4331,  NSC 
maintains  four  other  data  centers  in  the  U.S. 

• The  centers,  and  the  hardware  supporting  them,  are  as  follows: 


LOCATION 

HARDWARE 

Duluth 

Burrough  B2742 

Evansville 

IBM  370/145 

Fargo 

Burrough  B2742 

Indianapolis 

IBM  360/145  (2) 

Indianapolis 

Burroughs  B344 

Indianapolis 

Burroughs  B344 

Lubbock 

IBM  370/145 

Milwaukee 

IBM  370/135 

Minot 

Burroughs  B3890 

Chicago 

Burroughts  B3845/B874 

Reno 

Burroughs  B3890/B874 

Rockford 

Burroughs  B374I 

Sheboygan 

Burroughs  B4890 
Burroughs  B4704 

Corporate/Dal  las 

IBM  4331 

• All  centers  are  accessed  by  leased  lines. 
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COMPANY  HIGHLIGHT 


NESHAMINY  VALLEY  INFORMATION 
PROCESSING,  INC. 

4850  Street  Road 
T revose,  PA  1 9049 
(215)  322-2285 


Robert  J.  Werner,  President 
Subsidiary  of  Combined 
international  Corporation 
Total  Employees:  257 
Total  Revenue,  Fiscal  Year  End 
12/31/82:  $30,638,000 
Noncaptive  Revenue: 
$18,638,000 


THE  COMPANY 

• Neshaminy  Valley  Information  Processing,  Inc.  (NVIP),  founded  in  1973,  pro- 
vides remote  computing  and  batch  processing  services. 

NVIP  was  acquired  by  Filmways,  Inc.  of  Los  Angeles  in  February  1978. 
Filmways  subsequently  sold  NVIP  in  June  1981  to  Combined  Interna- 
tional Corporation,  a holding  company  in  the  insurance  industry.  Terms 
of  the  sale  were  not  disclosed. 

• Approximately  39%  of  NVIP's  1982  total  revenue  of  $30.6  million  was  captive, 
derived  from  Union  Fidelity  Life  Insurance  Company,  a subsidiary  of  Com- 
bined International.  Noncaptive  1982  revenue  reached  $18.6  million,  a 66% 
increase  over  1981  noncaptive  revenue  of  $1 1.2  million.  A five-year  summary 
of  noncaptive  revenue  and  associated  net  income  follows: 


NESHAMINY  VALLEY  INFORMATION  PROCESSING,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY  (NONCAPTIVE) 

($  thousands) 


YEAR 

ITEM 

1982 

1981 

1980 

1979 

1978 

Revenue 

$ 18,638 

$ 1 1 ,200 

$ 8,100 

$ 5,368 

$ 1,310 

. Percent  increase 

from  previous  year 

66% 

38% 

51% 

310% 

38% 

Net  income 

$ 2,792 

$ 1,579 

$ 2,928 

$ 2,264 

$ 584 

. Percent  increase 

(decrease)  from 

previous  year 

77% 

(46%) 

29% 

288% 

53% 

NVIP  management  attributes  recent  fluctuations  in  net  income  to  the 
loss  of  a large  federal  government  client  at  the  end  of  1980,  resulting 
in  a decline  in  1981  income.  Net  income  improved  during  1982  when 


1 of  4 
May  1 983 

©1983  by  INPUT.  Reproduction  Prohibited. 


INPUT 


NESHAMINY  VALLEY  INFORMATION  PROCESSING,  INC. 


the  company  added  several  new  software  development  firms  and 
federal  government  clients. 

Management  estimates  1983  noncaptive  revenue  will  reach  $24.5 
million. 

• NVIP  currently  has  257  employees:  66  are  involved  with  captive  processing 
services;  43  are  dedicated  to  marketing  and  customer  support  for  noncaptive 
clients;  the  remaining  148  are  involved  in  computer  operations,  software 
support,  and  general  administrative  functions. 

• Major  competitors  of  NVIP  include  Sun  Information  Services,  Boeing  Com- 
puter Services,  and  Martin  Marietta. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  NVIP's  noncaptive  1982  revenue  was  derived  from 
processing  services,  95%  from  remote  computing  and  5%  from  batch  process- 
ing. 

• NVIP  provides  processing  services  to  over  300  clients.  Applications  available 
on  the  network  are  shown  in  the  exhibit. 

While  NVIP  does  not  offer  a distributed  processing  product,  clients  can 
connect  their  own  minicomputers  to  the  NVIP  network  for  distributed 
processing. 

• NVIP  has  traditionally  emphasized  the  provision  of  utility  processing  services 
to  its  clients.  The  company  plans  to  expand  network  offerings  during  1984  to 
include  cross-industry  financial  applications. 

• In  1980  NVIP  introduced  a disaster  recovery  service  called  SAFE. 

There  are  currently  19  clients  of  the  service. 

SAFE  contracts  contributed  $273,000  (1%  of  revenue)  in  1982. 

INDUSTRY  MARKETS 

• NVIP's  noncaptive  1982  revenue  was  derived  from  the  following  industry 
sectors: 


Software  development  firms 

60% 

Federal  government 

30 

Other  (cross  industry) 

JO 

100% 

The  company  estimates  that  an  increased  percentage  of  revenue  will  be 
derived  from  the  federal  government  in  1983. 
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NVIP 

NETWORK  APPLICATIONS 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- IBM  3081,  MVS  (VS2/JES2.TSO) 

- IBM4341,  MVS  (VS2/JES2,  TSO) 

- IBM  3033,  MVS  (VS2/JES  2,  TSO) 

- IBM  370/158,  VM 

- IBM  8140,  DPCX 

• PROGRAMMING  LANGUAGES 

- VSAPL 

- ASSEMBLER 

- BASIC 

- COBOL 

- FORTRAN 

- PL/1 

- RPG 

- WATFIV 

• DATA  MANAGEMENT  SOFTWARE 

- CICS 

- QUIKJOB 

- EASYTRIEVE 

- DATAMACS 

- IDMS 

- IMS 

• ADMINISTRATION/PERSONNEL 

- ITEMRS 

• APPLICATIONS  DEVELOPMENT 

- ROSCOE 

- WYLBUR 


APPLICATION  AREA/PRODUCT  NAME 


• ENGINEERING/MANAGEMENT  SCIENCE 

- MPS  III 

• FINANCIAL  APPLICATIONS/TOOLS 

- EMPIRE 

- FOCUS 

• TEXT  EDITING/WORD  PROCESSING 

- SCRIPT 

- ATMS  II 

• SIMULATION/STATISTICAL 

- BMDP 

- DYNAMO  III 

- SAS 

- SCSS 

- SPSS 

- ITEMRS 

- BMD 

- EMULATOR 

- DUO 

• GRAPHICS 

- SAS/GRAPH 

- TELL-A-GRAF 

- DISSPLA 

• MISCELLANEOUS 

- SYNCSORT 

- LIBRARIAN 

- FDR 

- COMPAKTOR 

- FATS/FATAR 

- TLMS 
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GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  NVIP's  noncaptive  1982  revenue  was  derived  from  the 

U.S. 


• Sales  offices  are  located  in  Cherry  Hill  (NJ),  New  York  City,  Philadelphia, 
Washington,  D.C.,  and  Wayne  (PA). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• NVIP  has  the  following  equipment  installed  in  Trevose; 

I IBM  3081,  MVS  (VS2/JES2,  TSO). 

3 IBM  3033s,  MVS  (VS2/JES2,  TSO). 

I IBM  4341  Group  II,  MVS  (VS2/JES2,  TSO). 

I IBM  370/158,  VM. 

I IBM  8140,  DPCX. 

• NVIP's  network  is  accessed  via  Tymnet,  Telenet,  dedicated  lines,  and  local 
dial-up. 
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NESHAMINY  VALLEY  INFORMATION 
PROCESSING,  INC. 

4850  Street  Road 
Trevose,  PA  19049 
(215) 322-2285 


Robert  J.  Werner,  President 
Wholly  Owned  Subsidiary  of 
Filmways,  Inc. 

Total  Employees:  225 
Total  Revenues,  Fiscal  Year  End 
2/28/80:  $9  million 
Total  Non-captive  Revenues: 

$8.1  million 


THE  COMPANY 

• In  1973,  Neshaminy  Valley  Information  Processing,  Inc.  (NVIP)  was  incorpor- 
ated in  Pennsylvania  to  provide  remote  computing  processing  services. 

• Less  than  10%  of  NVIP's  FY  1980  revenues  were  derived  from  the  parent 
corporation,  Filmways.  Its  $8.1  million  in  non-captive  revenues  marked  a 51% 
increase  over  I979's  $5.4  million.  NVIP  management  expects  1981  revenues  to 
increase  30%.  A five-year  summary  of  revenues  and  net  income  follows: 


NVIP 

FIVE-YEAR  FINANCIAL  SUMMARY,  NON-CAPTIVE  REVENUES 

(FYE  2/28,  $ Thousands) 


NVIP  management  attributes  its  growth  in  revenues  to  the  addition  of 
new  and  larger  contracts. 
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• In  mid- 1 980,  NVIP  expects  to  occupy  a new,  150,000  square  foot  computer 
facility  currently  under  construction.  Part  of  this  facility  will  be  dedicated  to 
a disaster  recavery  service  which  NVIP  is  calling  SAFE  . 

Management  does  not  anticipate  generating  more  than  approximately 
$300,000  per  year  in  revenues  from  SAFE  . The  cost  to  a client  will  be 
dependent  upon  individual  requirements.  There  are  not  yet  any 
contracted  clients  for  the  emergency  service. 

• NVIP  employs  225  persons,  divided  as  follows; 


- 

Marketing  sales 

4 

- 

Customer  service/software  support 

1 10 

- 

Computer  operations 

95 

- 

General  and  administrative 

16 

225 


• Major  competitors  of  NVIP  are  Sun  Information  Services,  Boeing  Computer 
Services  and  Martin  Marietta. 


KEY  PRODUCTS  AND  SERVICES 

• Virtually  100%  of  NVIP's  FY  I960  revenues  was  derived  from  processing 
services.  Almost  98%  of  its  processing  is  handled  on  a remote  basis,  while  the 
remaining  2%  is  batch. 

• NVIP's  network  supports  approximately  200  clients.  The  range  of  applications 
offered  is  found  in  Exhibit  A. 

While  NVIP  does  not  offer  a distributed  data  processing  (DDP)  product, 
clients  can  connect  their  own  minicomputers  to  the  NVIP  network  for 
DDP. 


INDUSTRY  MARKETS  NVIP  management  claims  it  currently  has  clients  from  all 
industry  sectors  except  the  medical  industry,  and  has  no  particular  industry  concen- 
tration. 


GEOGRAPHIC  MARKETS  One  hundred  percent  of  NVIP's  business  is  domestic.  The 
company  has  sales  offices  in  Philadelphia,  New  York,  New  Jersey  and  Washington, 

D.C. 
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EXHIBIT  A 


NVIP 

APPLICATIONS  AVAILABLE  ON  NETWORK 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

• ENGINEERING 

- IBM  3033,  MVS  (VS2/JES  2,  TSO) 

- MPS  III 

- IBM  370/158 

- ROSCOE 

• FINANCIAL  APPLICATIONS/TOOLS 

- WYLBUR 

- PROFORMA 

• PROGRAMMING  LANGUAGES  SUPPORTED 

• TEXT  EDITING/WORD  PROCESSING 

- VSAPL 

- SCRIPT 

- ASSEMBLER 

- ATMS  1 1 

- BASIC 

- COBOL 

• SIMULATION/STATISTICAL 

- FORTRAN 

- BMDP 

- PL/1 

- DYNAMO  III 

- RPG 

- SAS 

- WATFIV 

- SCSS 

- SPSS 

• DATA  MANAGEMENT  SOFTWARE 

- ITEMRS 

- CICS 

- BMD 

- MARK  IV 

- EMULATOR 

- QUIKJOB 

- DUO 

- EASYTRIEVE 

- DATAMACS 

• MISCELLANEOUS 

- SYNCSORT 

• ADMINISTRATION/PERSONNEL 

- LIBRARIAN 

- ITEMRS 

- FDR 

- COMPAKTOR 

• MANAGEMENT  SCIENCES 

- FATS/FATAR 

- MPS  III 

- TLMS 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• NVIP  has  one  data  center  at  its  Trevose  (PA)  headquarters.  The  equipment 
consists  of: 

Two  IBM  3033s. 

Two  IBM  370/ 1 58s  with  attached  processors. 

These  machines  run  under  VS l/VM/DOS/MFT/MVT/MVS,  and  TSO  soft- 
ware. 


• The  company's  computers  are  accessed  by  a combination  of  TYMNET,  dedi- 
cated lines  and  local  dial-up  (available  in  25  cities). 
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NETWORK  COMPUTING  CORPORATION 

5301  77  Center  Drive 
Charlotte,  NC  28210 
(704)  525-8810 


James  V.  Tomai,  President 
Private  Corporation 
Total  Employees:  100 
Total  Revenue,  Fiscal  Year  End 
12/31/84:  $9,000,000* 


THE  COMPANY 

• Network  Computing  Corporation  (NCC)  was  founded  in  1971  to  provide 
remote  computing  services  for  the  utilities  industry.  NCC  currently  provides 
remote  processing  services,  application  software,  professional  services  educa- 
tion and  training,  and  turnkey  systems. 

• In  fiscal  1984  the  interests  in  NCC  held  by  National  Spinning  Company,  Inc. 
were  sold  to  private  investors  and  the  company  now  operates  as  an  inde- 
pendent privately  held  corporation. 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  that  approximately  80%  of  NCC's  1984  revenue  was  derived 
from  remote  computing  services,  the  remaining  20%  was  derived  from  appli- 
cations software  licenses,  professional  services  education  and  training,  and 
turnkey  systems. 

• NCC's  remote  processing  services  are  targeted  at  medium-  and  large-sized 
multiservice  municipal  utilities,  water/sewer  utilities,  and  Electric  Member- 
ship Cooperatives  that  access  the  NCC  computer  center  in  Charlotte  using 
on-line,  interactive  terminals  and  telecommunications  lines. 

Applications  available  on  the  network  include: 

. Consumer  Information  System  (CIS)  which  provides  a complete 
customer  records  and  billing  system.  The  system  maintains  a 
historical  data  base  on  all  consumer  transactions,  provides  on- 
line interactive  inquiry  and  entry  of  data,  computes  the  bill, 
handles  deposits,  and  produces  bills  or  credit  refund  checks  and 
financial  reports. 

Other  features  include  automatic  estimation,  recomputa- 
tions and  adjustments,  os  well  as  fixed  billings  and  prora- 
tions. A "rates  module"  facilitates  rate  changes  and 
modifications. 


♦Company  estimate 
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Additional  features  available  for  electric  utilities  include 
the  Meter  Inventory  File,  the  Security  Light  File,  the 
Membership  and  Deposit  File,  and  the  Loan  File. 

Customer  Order  Processing  System  (COPS)  is  a subsystem 
of  CIS  that  provides  on-line  processing  of  connect  and 
disconnect  orders,  generates  printed  service  work  orders, 
and  maintains  current  status  of  service  orders. 

. Capital  Credits  System  maintains  patronage,  allocations, 
retirements,  estate  settlements,  and  general  settlements  based 
on  year-end  data  from  CIS. 

. Materials  Management  System  maintains  a data  base  of  all 
inventory,  and  balances  all  transactions  affecting  inventory 
value  and  quantity  with  general  ledger  inventory  totals. 

Job  Cost  Accounting  System  (a  subsystem  of  Materials 
Management)  collects  the  cost  of  work  orders  from 
inventory,  general  ledger,  payroll,  and  transportation  and 
allocates  these  costs,  plus  overhead  incurred,  to  the 
Continuing  Property  Records  and  updates  the  related 
plant  account  in  the  general  ledger. 

. Transportation  Accounting  System  provides  a data  base  of  all 
vehicles  and  their  equipment  items. 

. Financial  Information  System  provides  all  utility  accounting 
functions  including  multiple  funds  and  purchase  order  recording 
for  encumbrance  accounting,  and  interfaces  with  accounts 
payable,  general  ledger,  and  the  other  accounting  systems. 

. Personnel  and  Payroll  System  maintains  employee  data,  calcu- 
lates labor  distribution  and  associated  equipment  costs,  and 
processes  payroll  checks  and  prepares  tax  reports. 

• NCC's  remote  processing  systems  (described  above)  are  also  available  as  a 
series  of  application  software  packages  to  run  on  IBM  370-compatible  in-house 
computer  systems  under  OS/MVS,  VS  I,  or  DOS/VSE  operating  systems.  They 
are  supplied  with  installation  and  technical  support  services  and  may  be 
customized  to  meet  specific  user  requirements.  Customer  personnel  training 
is  also  available. 

• In  January  1984,  the  Turnkey  Systems  Division  of  NCC  introduced  The  Utility 
Manager'^'^  , a turnkey  system  designed  for  use  by  small-  to  medium-sized 
utilities.  The  system  is  available  as  a multiterminal  version  for  utilities 
billing  1,000  to  10,000  accounts  monthly  and  as  a single-terminal  version  for 
utilities  billing  less  than  1,000  accounts  monthly. 


2 of  4 

January  1985 


©1985  by  INPUT.  Reproduction  Prohibited. 


INPUT 


The  Single-Terminal  Utility  Manager^  “ runs  on  an  Altos®  586-20  super 
microcomputer  under  Digital  Research's  MP/M86^'^  operating  system 
or  the  IBM  PC/XT  or  PC/AT  under  DOS  3.0.  The  system  price  is  based 
on  features  required,  plus  installation,  data  conversion,  and  software 
consulting,  if  needed. 

The  Multi-Terminal  Utility  Manager^  runs  on  an  Altos®  986-40  under 
MP/M86^'^  and  can  support  up  to  eight  terminals  sharing  the  same 
software.  The  system  price  is  also  dependent  on  required  features, 
software,  number  of  terminals  Installed,  plus  installation  and  data 
conversion  fees.  Consulting  is  also  available. 

The  Utility  Manager  provides  the  following  software  applications: 

. Account  listing. 

. Meter  reading  entry. 

. Meter  book  print. 

. Cash  posting. 

. Adjustment  entry. 

. Statements  and  dunning  cards. 

. Aging. 

. Fixed  rate  charging. 

. End-of-month  reconciliation. 

. Estimation  and  recomputing. 

. Transaction  file  purging. 

. Mailing  labels. 

. Backup  procedure. 

Software  and  hardware  maintenance  is  also  available  under  separate 
maintenance  agreements. 

INDUSTRY  MARKETS 

• Ninety  percent  of  NCC's  revenue  is  derived  from  over  60  utility  companies, 
20%  of  which  are  owned  or  controlled  by  municipal  governments.  The  re- 
maining 10%  of  revenue  is  derived  from  miscellaneous  timesharing  services, 
primarily  to  manufacturing  and  computer  services  firms. 

GEOGRAPHIC  MARKETS 

• One-hundred  percent  of  NCC's  revenue  is  derived  in  the  U.S. 

HARDWARE  INSTALLED 

• NCC's  computer  center  in  Charlotte  (NC)  has  the  following  computers 
installed; 

I Amdahl  470  V8,  OS/MVS. 

1 IBM  System  36,  SSP. 

2 Altos  586-20S,  MPM/86. 
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2 Altos  986-40S,  MPM/86. 
17  IBM  PC/XT/ ATs,  DOS. 


Remote  processing  clients  access  NCC's  network  via  leased  telecommunica- 
tions lines  and  dial-up  capabilities  using  IBM's  SDLC  protocol. 
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COMPANY  HIGHLIGHT 


NETWORK  COMPUTING  CORPORATION 

5301  77  Center  Drive 
Charlotte,  NC  28210 
(704)  525-8810 


Robert  C.  Harding,  President 
80%  owned  subsidiary  of 
National  Spinning  Co.  Inc,  (AMEX) 
Total  Employees;  100 
Total  Revenue,  Fiscal  Year 
End  12/31/80:  $6,500,000 
Noncaptive  Computer  Services 
Revenue;  $6,200,000 


PRINCIPAL  business 

• Network  Computing  Corporation  (NCC)  was  founded  in  January  1971  to 
provide  remote  computing  services  to  the  utilities  industry.  In  1980,  NCC 
began  offering  a variety  of  application  software  packages  and  in  1981, 
consulting,  custom  programming,  and  disaster  recovery  services  were  added. 

FINANCIALS  (Noncaptive  revenue,  $ thousands) 

1980  1979  1978 

Total  revenue  $6,200  $5,200  $3,700 

Percent  increase 

over  previous  year  19%  41%  37% 

• Management  anticipates  FYE  1981  revenue  will  reach  $7.5  million. 

• NCC  spent  approximately  $380,000  in  1980  on  research  and  development. 

SOURCE  OF  REVENUE 

100%  Processing  services. 

NEW  VENTURE 

• In  the  summer  of  1981,  NCC  entered  into  a joint  venture  with  Ebasco  Business 
Consulting  Company  (a  division  of  Ebasco  Services,  Inc.)  to  provide  consulting 
and  custom  programming  services  to  electrical  and  municipal  utility  com- 
panies. This  offering,  called  SCOPE  (Systems  and  Consulting  for  Ongoing 
PURPA  Evaluation),  will  provide  utility  companies  with  customized  solutions 
for  meeting  the  Public  Utilities  Regulatory  Policy  Act  of  1978  yearly 
reporting  requirements  and  other  utility  data  processing  needs. 


1977 

$2,700 
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PRODUCTS  AND  SERVICES 

• NCC  specializes  in  providing  processing  services  to  the  utilities  industry, 
primarily  electric,  water,  and  gas  companies  and  municipal  utilities  with 
multiple  services. 

Ninety  percent  of  NCC's  processing  services  are  used  interactively  and 

10%  are  batch. 

Applications  available  on  the  network  are; 

. Consumer  Information  System  for  Utilities. 

. Accounts  Payable. 

. General  Ledger. 

. Payroll. 

. Purchasing. 

. Inventory  Control. 

. Job  Cost  Accounting. 

. Property  Records. 

. Transportation. 

. Engineering. 

• NCC  began  offering  application  software  products  to  the  utilities  industry  at 
the  end  of  1980.  All  software  operates  on  IBM  370/1 38s  and  up. 

Management  estimates  1981  revenue  from  application  software  will 

reach  $750,000. 

Software  products  are: 

. Consumer  Information  System  manages  every  aspect  of  utility 

customer  records  and  billing.  The  system  includes;  a historical 
data  base  for  each  customer;  on-line  input  and  validation  of 
data;  on-line  accounting;  hard  copy  output  of  bills,  notices, 
checks,  and  financial  reports.  The  system  is  highly  interactive 
with  meter,  security  light,  deposit,  loan,  and  final  bill  files  and  is 
priced  at  $120,000. 

. The  Transportation  System  is  designed  to  accumulate  complete 
operating  expenses  and  produce  depreciation  schedules  of 
company-owned  vehicles  and  equipment.  The  system  interfaces 
with  NCC's  General  Ledger  System  to  accumulate  costs  and 
other  NCC  systems  to  capture  usage  data.  The  system  is  priced 
at  $5,000. 

. The  Engineering  System  has  the  ability  to  maintain  a complete 
data  base  of  a real  distribution  system,  and  to  provide  a 
computerized  model  of  an  existing  distribution  system  with 
engineering  analysis  programs,  such  as  fault  current  and  voltage 
drop.  The  system  is  priced  at  $25,000. 
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COMPANY  PROFILE 


NATIONAL  DATA  CORPORATION 

National  Data  Plaza 
Atlanta,  GA  30329-2010 
(404)  728-2000 


LC.  Whitney,  Chairman 
O.G.  Greene,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  2,200  (5/91) 
Total  Revenue,  Fiscal  Year  End 
5/31/91:  $227,496,000 


The  Company  National  Data  Corporation  (NDC)  was  incorporated  in  1967  in 

Delaware  to  provide  specialized  data  processing  and  facilities 
management  services.  The  company  currently  provides  various 
processing  services,  professional  services,  turnkey  systems,  and 
systems  operations  services  primarily  in  the  areas  of  credit  and  debit 
card  authorization  and  processing;  cash  management  and 
information  reporting;  and  health  care  systems  and  claims 
processing. 

NDCs  Communications  Services  Division  has  incurred  significant 
losses  since  the  announcement  of  the  loss  of  a major  contract  with 
U.S.  Sprint  Communications  Company  in  February  1990.  Operator 
services  provided  to  U.S.  Sprint  contributed  approximately  $44.2 
million  (16%)  to  NDCs  total  fiscal  1990  revenue. 

• As  a result,  during  fiscal  1991  NDC  reported  restructuring 
charges  against  earnings  of  approximately  $28.8  million  (before 
taxes)  associated  with  the  decision  to  exit  from  certain  portions 
of  the  Communications  Services  business,  write-offs  and  write- 
downs of  underused  equipment  based  on  lower  than  expected 
volumes,  costs  related  to  closing  one  of  NDCs  voice 
authorization  centers,  and  costs  related  to  the  consolidation  of 
computer  facilities  and  offices. 

• Communications  Services  operations  to  be  discontinued  include 
billing  and  collection  services  for  telecommunications  carriers 
and  data  base  management  and  calling-card  validation  services 
provided  to  several  of  the  Regional  Bell  Operating  Companies. 

• During  fiscal  1990,  NDC  recorded  restructuring  charges  of  nearly 
$15.5  million  associated  with  the  loss  of  US  Sprint  business,  the 
closing  of  three  of  NDCs  voice  authorization  centers  due  to  the 
continuing  trend  towards  electronic  transactions  by  the  credit 
card  industry,  and  lower-than-expected  new  operator  services 
business. 
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Total  fiscal  1991  revenue  was  $229.6  million,  a 17%  decrease  from 
fiscal  1990  revenue  of  $276.4  million.  In  the  five-year  financial 
summary  that  follows,  net  results  for  both  fiscal  1991  and  1990 
include  the  restructuring  costs  previously  described. 


NATIONAL  DATA  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

5/91 

5/90 

5/89 

5/88 

5/87 

Revenue 

• Percent  increase 

$229.6 

$276.4 

$227.5 

$177.1 

$158.8 

(decrease)  from 
previous  year 

(17%) 

21% 

28% 

12% 

11% 

Income  (loss)  before  taxes 
• Percent  increase 

$(23.9) 

$6.4 

31.5 

$25.7 

$24.3 

(decrease)  from 
previous  year 

(473%) 

(80%) 

23% 

6% 

27% 

Net  income  (loss) 

• Percent  increase 

$(14.1) 

$3.1 

(a) 

$20.2 

$16.4 

$13.6 

(decrease)  from 

previous  years 

(555%) 

(85%) 

23% 

21% 

101% 

Earnings  (loss)  per  share 

$(1.20) 

$0.26 

$1.75 

$1.43 

$1.20 

• Percent  increase 

(decrease)  from 
previous  year 

(562%) 

(85%) 

22% 

19% 

97% 

(a)  Includes  a final  adjustment  of  $1. 1 million  in  income  from  discontinued  operations  in  connection 
with  the  1986  disposal  of  NDC's  timesharing  business. 


Revenue  declines  were  attributed  primarily  to  the  loss  of  the  U.S. 
Sprint  contract  and  a $7.1  million  decrease  in  authorization 
revenues. 

Revenue  for  the  three  months  ending  August  1991  was  $54  million, 
a 12%  decrease  from  $61.6  million  for  the  same  period  in  1990.  Net 
income  for  the  quarter  was  $1.9  million,  compared  to  $2.1  million 
for  the  same  period  a year  ago. 

Acquisitions  made  by  NDC  during  fiscal  1991  and  fiscal  1990 
include  the  following: 

• During  fiscal  1991,  NDC  acquired  the  merchant  credit  card 
processing  contracts  of  Peoples  bank  for  about  $1.5  million. 
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• During  fiscal  1990,  NDC  acquired  the  merchant  credit  card 
processing  contracts  of  Bank  of  New  England,  First  Maryland, 
Texas  Commerce,  AmSouth,  First  Pennsylvania,  and  Marine 
Midland  for  a total  consideration  of  $38.1  million. 

NDC  is  organized  into  the  following  units: 

• The  Financial  and  Information  Services  Group  (FIS),  formed  in 
September  1990,  includes  the  following  divisions: 

- The  Electronic  Payment  Services  Division  provides  credit  and 
debit  card  authorization,  check  verification,  and  draft  capture 
processing  services  to  financial  institutions.  Modular  Data, 
Inc.  is  a wholly  owned  subsidiary  providing  electronic  data 
capture,  primarily  in  California. 

- The  Corporate  Financial  Services  Division  provides  various 
cash  management  and  information-reporting  processing 
services  to  corporations,  banks,  and  government  agencies. 

- The  Communications  Services  Division  provides  operator  and 
call  completion  services  to  telecommunications  companies 
and  inbound  voice  services  to  commercial  customers. 

• The  Card  Acceptance  Services  Division  (through  NDCs  wholly 
owned  subsidiary.  National  Payment  Systems,  Inc.)  provides 
merchant  credit  card  processing  services. 

• The  Healthcare  Services  Division  provides  turnkey  systems  for 
pharmacy  and  dental  applications  and  claims  processing  services. 
Through  NDC  Federal  Systems,  Inc.  (FSI)  the  company  also 
provides  professional  services  to  federal  government  agencies  for 
health  care  applications. 

• NDC  International,  Ltd.,  a wholly  owned  subsidiary 
headquartered  in  London,  markets  NDCs  financial  and 
information  services  in  Europe,  the  Middle  East,  and  Africa. 

• National  Data  Corporation  of  Canada,  Ltd.  markets  NDCs 
financial  and  information  services  and  health  care  services  in 
Canada.  This  subsidiary  is  headquartered  in  Don  Mills,  Ontario. 

• Technology  Sales  and  Leasing  Co.,  Inc.  is  an  equipment  leasing 
subsidiary. 

A three-year  summary  of  source  of  revenue  by  operating  unit 
follows: 
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NATIONAL  DATA  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE 
($  millions) 


FISCAL  YEAR 

5/91 

5/90 

5/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Electronic  Payment 
Services 

$73.2 

32% 

$80.2 

29% 

$79.0 

34% 

Corporate  Financial 
Services  (a) 

35.4 

15% 

34.3 

12% 

34.5 

15% 

Communications 

19.1 

8% 

75.0 

27% 

53.9 

24% 

Card  Acceptance 
Services 

62.7 

27% 

48.4 

18% 

23.8 

11% 

Heaithcare  Services  (b) 

39.2 

17% 

38.5 

14% 

36.3 

16% 

TOTAL 

$229.6 

100% 

$276.4 

100% 

$227.5 

100% 

(a)  Includes  NETS  software  and  related  revenue  of  $6.3  million,  $4. 1 million,  and  $5.7  miliion  for 
fiscal  1991,  1990,  and  1989,  respectively. 


(b)  Includes  DataStat-PC  turnkey  revenue  of  $23. 1 million,  $22.9  million,  and  $2 1.0  million  and 

claims-processing  revenue  of  $8.2  million,  $4.0  million,  and  $2.2  million  for  fiscal  199 1,  1990,  and 
1989,  respectively. 


NDC's  principal  competitors,  by  service  area,  include  the  following: 

• Cash  management:  Automatic  Data  Processing  and  in-house 
data  processing  centers. 

• Credit  card  services:  First  Data  Resources  and  various  bank 
associations. 

• Telemarketing:  Dial  America  and  regional  telephone-answering 
firms. 

• Health  care:  Three  PM  Inc.  (3PM)  and  PharmAssist. 


Key  Products  and  INPUT  estimates  that  approximately  87%  of  NDC's  total  fiscal  1991 
Services  revenue  was  derived  from  various  processing  services,  10%  from 

turnkey  systems  sales,  and  3%  from  the  sale  of  application  software 
packages. 
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Electronic  Payment  Services  Division: 

This  division  handles  credit  and  debit  card  authorization,  check 
verification,  and  draft  capture  services  to  approximately  200 
financial  institutions  reaching  over  200,000  retail  locations. 

Card  authorization  services  are  provided  via  voice,  audio  response, 
dial-up  terminals,  and  electronic  cash  registers. 

• Regional  voice  centers  in  Tucker  (GA),  Lx)mbard  (IL),  Dallas 
(TX),  and  Don  Mills  (Ontario)  are  fully  staffed  24  hours  a day, 
seven  days  a week. 

• Audio  response  authorization  is  provided  through  a touch-tone 
telephone  with  a computer-synthesized  voice  that  responds  to 
credit  inquiries. 

• NDC  also  provides  credit  authorization  via  over  20  different  dial 
terminal  models,  equipment  from  six  electronic  cash  register 
manufacturers,  and  a family  of  proprietary  PC  applications. 

- These  systems  provide  banks  and  merchants  with  a nationwide 
authorization  network  for  credit  and  debit  cards  and  checks 
through  terminal  devices  at  the  merchant's  place  of  business. 

- Authorization  requests  are  transmitted  from  the  merchant  to 
NDC  to  the  appropriate  source  of  the  purchaser's  credit  card 
file.  The  response  is  then  relayed  to  the  merchant's  terminal 
by  means  of  electronic  display. 

- The  systems  are  also  capable  of  supporting  additional 
applications  such  as  electronic  data  capture  and  NDC's 
deposit-  and  information-reporting  services. 

- Over  200,00  merchants  obtain  authorizations  electronically 
from  NDC. 

Remittance-processing  services  provided  by  NDC  include 
depositing  payments  to  a customer-designated  account  and 
providing  same-day  accounts-receivable  updates  and  summary 
reports.  Approximately  35  customers  use  this  service. 

NDC  provides  a terminal-based  electronic  data  capture  (EDC) 
system  that  uses  NDC's  electronic  point-of-sale  authorization 
system  to  verify  credit  and  permits  the  terminal  on  the  merchant's 
premises  to  electronically  capture  the  entire  transaction  and 
transmit  necessary  information  to  NDC's  central  computer  for 
immediate  outclearing  through  the  banking  system. 
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• Specialized  applications  for  restaurants,  hotels,  and  oil 
companies  have  been  developed  by  NDC  using  traditional  land- 
based  communications.  NDC  has  plans  to  expand  into  FM  radio, 
satellite,  and  other  broadcast  technology. 

• Approximately  100,000  merchant  locations  currently  use  NDC's 
EDC  system. 

NDC  also  offers  a host-based  data  capture  capability  to  its  EDC 
system.  This  system  differs  from  the  NDC  terminal-based  system  in 
that  it  can  be  accessed  by  first-generation  ("dumb")  dial  terminals  as 
well  as  on-line  point-of-sale  devices  such  as  electronic  cash  registers 
and  customer/clerk-operated  line  control  terminals. 

• The  system  processes  credit  and  debit  card  transactions. 

• NDC  maintains  a host-based  EDC  system  for  a major  retailer 
with  over  2,000  dial  terminals  in  place. 

Corporate  Financial  Services  Division: 

This  division  provides  a range  of  processing  services  for  corporate 
information  reporting,  electronic  tax  collection,  electronic  data 
interchange  (EDI),  and  cash  management. 

Corporate  and  government  organizations  use  information-reporting 
services  to  collect,  consolidate,  and  report  financial,  administrative, 
and  operating  data  from  more  than  170,000  locations. 

• The  customer  reports  data  to  NDC  from  multiple  locations  via 
touchtone  telephone,  retail  point-of-sale  terminals,  PCs,  or 
mainframe  transmissions. 

• NDC  then  consolidates  and  delivers  the  information  to  support 
financial,  sales,  and  marketing  activities,  inventory  control 
systems,  payroll  administration,  personnel  management,  and 
accounting  functions. 

• Applications  supported  for  the  division's  information-reporting 
services  include  inventory  ordering,  payroll  data  collection, 
franchise  payment  collection,  merchandiser  reporting,  and  daily 
sales  reporting. 

• Customers  can  also  use  NDC's  network  for  financial  planning, 
budgeting,  asset  management,  and  data  base  management. 

ENACT™  (Electronic  Network  for  the  Automated  Collection  of 
Taxes)  is  an  electronic  funds  transfer  (EFT)  service  offered  by  NDC 
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that  replaces  bank  handling  of  paper-based  federal  tax  deposit 
coupons  for  U.S.  Treasury  tax  and  loan  payments. 

• NDC  receives  the  tax  reports,  consolidates  the  data,  calculates  an 
effective  payment  due  date,  initiates  the  funds  transfer  process 
on  the  appropriate  date,  and  delivers  the  payment  information  to 
the  IRS  Service  Center. 

• In  addition  to  the  Federal  ENACT  program,  NDC  processes 
corporate  tax  payments  for  six  of  the  13  states  currently 
mandating  use  of  EFT  for  such  payments.  More  than  11,000 
corporations  report  tax  amounts  and  related  information  to 
NDC. 

The  Global  Exchange™  service  translates  business-to-business 
communications  into  standard  formats  allowing  the  customer  to 
electronically  exchange  payments  and  remittance  information  with 
its  trading  partners. 

• Transport  90™,  NDCs  data  communications  software,  manages 
the  automatic  delivery,  receipt,  and  monitoring  of  data  file 
transmissions  between  multiple  computers  and/or  data 
transmission  devices. 

Cash  Concentration  services  permit  electronic  concentration  of 
local  bank  deposits  from  an  organization's  remote  locations  into 
central  banks  for  accelerated  funds  availability. 

• Deposit  reports  are  compiled  and  transmitted  to  the 
concentration  bank  designated  by  the  customer  for  the  purpose 
of  initiating  funds  transfer  via  depository  transfer  checks  (DTCs) 
or  electronic  Automated  Clearing  House  debits. 

• The  same  data  are  also  transmitted  to  customer  management. 
This  service  accelerates  the  availability  of  cash  receipts,  enforces 
systematic  unit  reporting,  provides  audit  trails  for  reconciliation, 
and  provides  confidential  handling. 

• Approximately  4,000  corporations  presently  use  this  service. 

Multibank  balance  reporting,  transaction  initiation,  and  other 
enhanced  cash  management  services  for  banks  are  provided  through 
NDCs  Cash  Management  Exchange™  (CMX)  and  Networks  for 
Electronic  Transaction  Services  (NETS*^). 

• Through  its  network  covering  46  countries,  NDC  provides  over 
120  banks  with  private-label  services  using  the  CMX-shared 
resources  environment. 
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- CMX  enables  banks  to  report  daily  account  balances  and 
supporting  activity  detail  data  to  their  10,000  corporate  clients. 

- Using  microcomputers,  interactive  and  EDC  terminals,  or 
NDC  voice  centers,  corporate  financial  managers  retrieve 
current  multibank,  multicurrency  account  balance  information 
from  NDC's  system. 

• NETS  is  an  in-bank  Tandem  NonStop-based  system  used  to 
deliver  private-label  cash  management  services.  NETS  provides 
an  upwardly  compatible  migration  path  from  CMX.  Fourteen 
U.S.  and  five  international  banks  use  the  NETS  system  to 
provide  daily  account  balances,  support  activity  detail  data,  and 
other  cash  management  services  to  more  than  20,000  corporate 
customers. 

• In  support  of  both  CMX  and  NETS,  NDC's  Data  Exchange 
Service  transfers  summary  and  detailed  bank  balance 
information  between  more  than  1,000  U.S.  and  international 
banks  as  well  as  third-party  balance-reporting  systems.  Sending 
and  receiving  over  500  bank  transmissions  daily,  NDC 
consolidates  multibank  information  into  industry-standard 
formats  for  delivery  to  the  desired  data  exchange  destination. 

• NDC's  Money  Transfer  System  (an  optional  service  of  CMX  and 
NETS)  allows  corporate  customers  to  transfer  or  draw  down 
funds  from  accounts  anywhere  in  the  world  in  order  to  achieve 
optimum  return  on  current-day  funds  and  maintain  target 
balances. 

• Foreign  exchange  and  money  market  rate  reports  (available 
through  CMX  and  NETS)  are  supplied  to  corporate  financial 
officers  to  assist  in  making  short-term  investment  decisions. 

Communications  Services  Division: 

This  division  currently  offers  operator  services  to  interexchange 
(long  distance)  and  local  exchange  telecommunications  carriers  and 
inbound  voice  services  to  various  commercial  customers. 

NDC's  telecommunications  operator  services  include  station-to- 
station,  person-to-person,  third-party,  collect,  and  operator 
assistance  calls. 

• Call  completion  services  include  calling-card  and  credit  card 
validation,  that  allows  callers  to  use  various  payment  options. 
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• NDC  also  rates  (prices)  calls  using  its  Distance  Sensitive  Call 
Rating  System~with  adjustments  for  time  of  day,  holiday  rates, 
and  surcharging. 

Inbound  voice  services  are  provided  through  NDCs  regional  voice 
centers  and  include  catalog  ordering,  locator,  registration,  help  desk 
and  customer  service,  market  research,  customer  account 
maintenance,  and  information/literature  requests. 

• NDC  also  offers  credit  card  authorization,  order  fulfillment,  and 
telecommunications  management  as  part  of  its  voice  services. 

Card  Acceptance  Services  Division: 

This  division  offers  merchant  credit-card-processing  services, 
including  merchant  accounting,  authorization,  data  capture, 
customer  service,  credit,  and  support  functions.  These  services  are 
currently  provided  to  55,000  customers  with  approximately  65,000 
total  merchant  locations  using  point-of-sale  equipment. 

Healthcare  Services  Division: 

This  division  provides  turnkey  systems  for  pharmacy  and  dental 
office  management  and  verification,  authorization,  data  capture, 
and  funds  transfer  services  to  the  health  care  industry. 

DataStat™,  introduced  in  1983,  is  a turnkey  pharmacy  management 
system  designed  for  independent  retail  pharmacies,  pharmacy 
chains,  nursing  home  pharmacies,  government-operated 
pharmacies,  and  pharmacies  serving  HMOs,  clinics,  and  hospitals. 

• DataStat  supports  patient  registration,  drug  recordkeeping, 
private  and  third-party  billing,  inventory  control,  internal 
reporting,  and  drug  data  base  updating.  DataStat  also  detects 
clinical  dispensing  and  prescribing  errors. 

• DataStat  is  available  for  both  minicomputers  and  personal 
computers.  DataStat-PC  is  the  version  for  IBM  PCs. 

• DataStat  systems  are  currently  installed  in  approximately  3,700 
locations. 

The  DataStat  Dental  System  is  an  IBM  PC-based  turnkey  system 
for  dental  office  management. 

• The  system  supports  managing  and  maintaining  patient 
information,  appointment  calendars,  insurance  claims  processing 
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Geographic 

Markets 


and  follow-up  tracking,  patient  treatment  planning  and  tracking, 
and  customer  billing  and  receivable  tracking. 

NDC  Federal  Systems,  Inc.  (FSI),  formed  with  the  acquisition  of 

Libra  Group  in  1984,  provides  professional  services  for  health  care 

applications.  Services  are  provided  primarily  to  federal  government 

agencies  and  include: 

• Requirements  analysis 

• Facilities  planning 

• Site  engineering 

• Systems  design,  including  distributed  systems  and  data  base 
management  systems 

• Hardware  and/or  software  selection,  procurement,  and 
installation 

• Facilities  management 


NDC  also  provides  electronic  eligibility  verification,  real-time 
claims  authorization,  data  capture,  and  adjudication  services  to  a 
variety  of  health  care  markets  such  as  hospitals,  HMOs,  pharmacies, 
and  preferred-provider  organizations. 

• This  service  enables  the  customer  to  speed  up  claims  collection 
and  reconciliation  while  eliminating  paper  processing  by  sending 
the  claims  electronically  to  NDC,  which  in  turn  processes  the 
claims  and  transmits  them  to  payers. 

• NDC  has  installed  over  5,000  terminals  and  connected  over 
40,000  additional  health  care  provider  locations  to  NDC's  health 
care  processing  network. 


A majority  of  NDC's  fiscal  1991  revenue  was  derived  from  the 
banking  and  finance  and  retail  industry  sectors.  Approximately 
17%  of  revenue  was  derived  from  the  health  care  industry  and  7% 
from  the  federal  government  (under  direct  contracts  or  as  a 
subcontractor).  The  remainder  was  derived  from 
telecommunications  firms,  corporations,  and  other  commercial 
clients. 


Approximately  96%  of  NDC's  fiscal  1991  revenue  was  derived  from 
the  U.S.  The  remaining  4%  was  derived  from  Canada,  Japan,  and 
Europe.  A three-year  geographic  financial  summary  follows: 
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NATIONAL  DATA  CORPORATION 
THREE-YEAR  GEOGRAPHIC  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

5/91 

5/90 

5/89 

ITEM 

$ 

PERCENT 
OF  TOTAL 

$ 

PERCENT 
OF  TOTAL 

$ 

PERCENT 
OF  TOTAL 

Revenue 

• U.S. 

International 

$221.3 

8.3 

96% 

4% 

$268.8 

7.6 

97% 

3% 

$220.1 

7.4 

97% 

3% 

TOTAL 

$229.6 

100% 

$276.4 

100% 

$227.5 

100% 

Operating  income 
(loss) 

• U.S. 

International 

$(19.2) 

(1.9) 

91% 

9% 

$13.4 

(1.9) 

117% 

(17%) 

$34.7 

(0.1) 

100% 

TOTAL 

$(21.1) 

100% 

$11.5 

100% 

$34.6 

100% 

North  America  sales  offices  are  in  Atlanta  (GA);  Austin  and  Dallas 
(TX);  Birmingham  (AL);  Buffalo,  Jericho,  and  New  York  (NY); 
Charlestown  (MA);  Conshohocken  (PA);  Culver  City  and  San 
Francisco  (CA);  Hanover  (MD);  Indianapolis  (IN);  Lombard  (IL); 
Shelton  (CT);  St.  Louis  (MO);  and  Don  Mills  (Ontario,  Canada). 

NDC  International  is  headquartered  in  London  and  has  offices  in 
Amsterdam,  Frankfurt,  Madrid,  Milan,  and  Tokyo. 


Computer  NDC  has  data  centers  in  Atlanta,  Rockville  (MD),  London,  El 

Hardware  and  Monte  (CA),  Charlestown  (MA),  Hanover  (MD),  and  London 
Software  (England). 

• A center  in  Jericho  (NY)  is  scheduled  to  be  closed  during  fiscal 
1992  due  to  consolidation. 

Voice  authorization  centers  are  in  Tucker  (GA),  Lombard  (IL), 
Dallas  (TX),  and  Don  Mills  (Ontario,  Canada). 
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COMPANY  PROFILE 


NATIONAL  DATA 
CORPORATION 

National  Data  Plaza 
Atlanta,  GA  30329 
(404)  728-2000 


LC.  Whitney,  Chairman  and  CEO 
Public  Corporation,  OTC 
Total  Employees;  4,300 
Total  Revenue,  Fiscal  Year  End 
5/31/89:  $227,496,000 


The  Company  National  Data  Corporation  (NDC)  was  incorporated  in  1967  in 

Delaware  to  provide  specialized  data  processing  and  facilities 
management  services.  The  company  currently  provides  various 
processing  services,  professional  services,  turnkey  systems,  and 
facilities  management  primarily  in  the  areas  of  cash  management, 
credit  card  authorization  and  processing,  health  care,  and 
telemarketing. 

Total  fiscal  1989  revenue  reached  $227.5  million  a 28%  increase 
over  fiscal  1988  revenue  of  $177.1  million.  Net  income  rose 
approximately  23%,  from  $16.4  million  in  fiscal  1988  to  20.2 
million  in  fiscal  1989.  A five-year  financial  summary  follows: 

NATIONAL  DATA  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

5/89 

5/88 

5/87 

5/86 

5/85 

Revenue 

• Percent  increase 

$227,496 

$177,137 

$158,816 

$142,823 

$123,211 

from  previous  year 

28% 

12% 

11% 

16% 

6% 

Income  before  taxes 
• Percent  increase 

$31,485 

$25,670 

$24,287 

$19,180 

$9,218 

(decrease)  from 
previous  year 

23% 

6% 

27% 

108% 

(47%) 

Net  income 
• Percent  increase 

$20,238 

$16,429 

$13,565 

$6,758 

$7,542 

(decrease)  from 
previous  years 

23% 

21% 

101% 

(10%) 

(38%) 

Earnings  per  share 
• Percent  increase 

$1.75 

$1.43 

$1.20 

$0.61 

$0.68 

(decrease)  from 
previous  year 

22% 

19% 

97% 

(10%) 

(34%) 
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Recent  acquisitions  made  by  NDC  include  the  following: 

• In  1989,  NDC  acquired  Condor  Corporation,  an  Alabama- 
based  supplier  of  pharmacy  automation  systems.  Condor  had 
approximately  45  employees  at  the  time  of  the  acquisition. 

• In  February  1989,  NDC  acquired  TeleCARD*^,  the  electronic 
data  capture  business  of  Telenet  Communications  Corporation, 
a subsidiary  of  U.S.  Sprint  Corporation. 

- The  acquisition  of  TeleCARD  adds  5,000  credit  card 
authorization  terminals  to  NDCs  existing  base  of  75,000 
terminals. 

• Also  in  February  1989,  NDC  acquired  Modular  Data,  Inc.  of 
Los  Angeles.  Modular  Data  provides  electronic  data  capture  of 
retail  credit  and  debit  card  transactions  for  banks,  and  now 
operates  as  a wholly-owned  subsidiary  of  NDC. 

• In  July  1989,  NDC  entered  into  an  agreement  with  First 
Pennsylvania  Bank,  N.A.,  whereby  NDC  will  acquire  First 
Pennsylvania's  merchant  processing  business.  NDC  will 
perform  all  merchant  accounting,  authorization,  data  capture, 
customer  service,  credit  and  support  functions.  First 
Pennsylvania  will  continue  to  accept  merchant  deposits  at  its 
branches. 

• During  1988,  NDC  entered  into  an  identical  agreement  with 
Chemical  Bank,  a former  competitor.  Chemical  Bank  had 
approximately  20,000  merchant  processing  customers  with 
point-of-sale  equipment  in  approximately  25,000  customer 
locations. 

NDC  is  organized  into  the  following  divisions/subsidiaries: 

• The  NDC  Credit  Card  Services  Division  provides  credit  card 
charge  authorization,  credit  card  processing,  and  remittance 
processing  services. 

• The  NDC  Corporate  Financial  Services  Division  provides 
various  cash  management  and  reporting  processing  services. 

• The  NDC  Health  Care  Data  Services  Division  provides  turnkey 
systems  for  pharmacy  applications.  Through  NDC  Federal 
Systems,  Inc.  the  company  also  provides  professional  services  to 
federal  government  agencies  for  health  care  applications. 
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Key  Products  and 
Services 


• The  NDC  Telemarketing  Services  Division  provides  direct  sales 
and  response  telemarketing  services,  market  analysis,  and 
locater  services  to  retailers  and  operator  services  to  the 
telecommunications  industry. 

• Communication  Response  Services,  Inc.  is  a wholly-owned 
subsidiary  providing  telemarketing  services. 

• NDC  International,  Ltd.,  a wholly-owned  subsidiary 
headquartered  in  London,  markets  cash  management  services 
throughout  Western  Europe. 

• National  Data  Corporation  of  Canada,  Ltd.  markets  cash 
management,  credit  card,  and  telemarketing  services  in 
Canada.  This  subsidiary  is  headquartered  in  Don  Mills, 
Ontario. 

• Technology  Sales  and  Leasing  Co.,  Inc.  is  an  equipment  leasing 
subsidiary. 

• Modular  Data,  Inc.  is  a wholly-owned  subsidiary  providing 
electronic  data  capture  primarily  in  California. 

NDCs  principal  competitors,  by  service  area,  include  the 

following: 

• Cash  management:  Automatic  Data  Processing  and  in-house 
data  processing  centers. 

• Credit  card  services:  First  Data  Resources  and  various  bank 
associations. 

• Telemarketing:  Dial  America  and  regional  telephone 
answering  firms. 

• Health  care:  Three  PM  Inc.  (3PM)  and  PharmAssist. 


INPUT  estimates  approximately  88%  of  NDCs  total  fiscal  1989 
revenue  was  derived  from  its  various  processing  services,  9%  from 
turnkey  systems  sales,  and  3%  from  the  sale  of  application 
software  packages. 

• Services  for  fiscal  1988  were  segmented  as  follows  ($  millions): 
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Percent 
of  Total 

Electronic  payment  systems 

$75.1 

42% 

Corporate  financial  services 

$37.8 

21% 

Health  care  data  services 

$32.5 

18% 

Telecommunications  services 

$31.8 

18% 

TOTAL 

$177.1* 

100% 

* Difference  in  total  due  to  rounding 

Although  the  1989  revenue  results  by  service  area  are  not 
available  at  the  time  of  publication,  INPUT  believes  the  services 
mix  did  not  change  substantially  in  fiscal  1989. 

• The  telecommunications  services  revenue  for  fiscal  1990  should 
decrease  as  a percent  of  revenue  in  fiscal  1990  due  to  the  loss  of 
a major  contract  with  U.S.  Sprint.  U.S.  Sprint  indicated  it 
would  be  handling  its  operator  services  in-house  as  of  the  fourth 
quarter  of  fiscal  1989  or  the  first  quarter  of  fiscal  1990.  The 
U.S.  Sprint  contract  contributed  70%  to  telecommunications 
services  revenue  in  fiscal  1988  and  11%  to  NDC's  total  revenue. 

Electronic  payment  systems  include  credit  card  charge 
authorization,  credit  and  debit  card  processing,  and  remittance 
processing  for  both  bank  and  private  label  card  plans. 

• NDC's  credit  card  authorization  services  are  presently  being 
provided  to  approximately  1 million  locations  through 
approximately  200  financial  institutions  in  the  U.S.  and  Canada. 
The  credit  card  authorization  services  are  being  used  by 
approximately  600,000  retail  outlets. 

- NDC's  electronic  point-of-sale  authorization  systems  provide 
banks  and  merchants  with  a nationwide  credit  authorization 
network  for  both  credit  cards  and  checks.  Credit  requests 
are  transmitted  from  the  merchant  to  NDC  through  the 
merchant's  terminal,  and  the  credit  authorization  is  then 
relayed  to  the  terminal  by  electronic  display  or  audio 
response. 

• The  service  is  also  capable  of  supporting  additional 
applications  such  as  NDC's  deposit  and  information 
reporting  services  and  other  cash  management  services. 
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• Approximately  150,000  merchants  through  200  financial 
institutions  use  NDC's  electronic  point-of-sale 
authorization  systems. 

- Credit  authorization  is  also  provided  by  telephone,  voice  and 
audio  response  authorization  services. 

• NDC  maintains  seven  regional  voice  centers  that  are 
staffed  24  hours  a day,  seven  days  a week. 

• Audio  response  authorization  employs  computer- 
synthesized  voice  response  to  credit  inquiries. 

• The  Total  System™  is  an  on-line  credit  card  authorization  and 
billing  system  jointly  offered  by  NDC  and  a Columbus  Bank 
and  Trust  company  affiliate,  Total  Systems  Services,  Inc. 

- Total  Systems  Services,  Inc.  provides  the  credit  card  billing 
and  merchant  accounting  portion  of  the  service,  and  NDC 
provides  the  authorization  and  data  entry  components. 

- The  system  can  process  both  MasterCard  and  VISA  credits 
for  the  same  customer. 

- NDC  receives  a percent  of  revenue  from  this  venture  as 
commission. 

- A total  of  175  banks,  credit  unions,  and  savings  and  loan 
associations  currently  use  the  system. 

• Remittance  processing  services  provided  by  NDC  include 
depositing  payments  to  a customer-designated  account  and 
providing  same-day  accounts  receivable  updates  and  summary 
reports.  There  are  approximately  35  customers  using  this 
service. 

• In  September  1983,  NDC  introduced  the  Electronic  Data 
Capture  (EDC)  system,  which  incorporates  the  capabilities  of 
an  electronic  point-of-sale  terminal  to  verify  credit,  and  offers 
merchants  positive  balancing  at  the  point  of  sale,  prior  to 
depositing. 

- The  system  operates  in  conjunction  with  NDC's  Network  for 
Electronic  Transaction  Services  (NETS™).  A terminal  is 
used  to  process  the  transaction  for  authorization  and  store 
the  cardholder  information  for  transmission  to  NDC  where 
the  data  is  collected,  balanced,  and  switched  electronically  to 
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the  merchant  bank  for  deposit  and  subsequently  to  the 
cardholder's  bank  for  billing. 

- The  system  also  provides  for  the  storage  and  retrieval  of 
sales  tickets  and  daily  activity  reporting  by  store  location. 

- There  are  approximately  65,000  merchant  locations  currently 
using  the  EDC  system. 

• During  fiscal  1986,  NDC  introduced  a host-based  data  capture 
capability  to  its  EDC  system.  This  system  differs  from  the  NDC 
terminal-based  system  in  that  it  can  be  accessed  by  first 
generation  ("dumb")  dial  terminals  as  well  as  on-line  point-of- 
sale  devices  such  as  electronic  cash  registers  and 
customer/clerk-operated  line  control  terminals.  The  system  is 
currently  processing  both  credit  and  debit  card  transactions.  In 
1987,  NDC  completed  implementation  of  the  system  for  a 
major  retailer  and  now  has  over  2,000  electronic  cash  registers 
on-line. 

• NDC  also  offers  industry-specific  EDC  systems  for  the 
restaurant  industry  and  the  lodging  industry. 

Corporate  Financial  Services,  available  to  banks  and  their 

corporate  customers,  include  the  following: 

• NDC's  Deposit  Reporting  Service  permits  electronic 
concentration  of  local  bank  deposits  from  an  organization's 
remote  locations  into  central  banks  for  accelerated  funds 
availability. 

- Deposit  reports  are  compiled  and  transmitted  to  the 
concentration  bank  designated  by  the  customer  for  the 
purpose  of  initiating  funds  transfer  via  depository  transfer 
checks  (DTCs)  or  electronic  Automated  Clearing  House 
debits. 

- The  same  data  is  also  transmitted  to  customer  management. 
This  service  accelerates  the  availability  of  cash  receipts, 
enforces  systematic  unit  reporting,  provides  audit  trails  for 
reconciliation,  and  provides  confidential  handling. 

- Approximately  4,200  customers  presently  use  this  service  and 
about  175  market  this  service  to  their  customers. 

• Bank  Balance  Reporting  Services  enable  customers  of 
participating  banks  to  receive  daily  bank  balance  information  so 
that  cash  management  decisions  can  be  made  rapidly. 
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Approximately  2,000  banks  participate  in  this  service,  involving 
in  excess  of  10,000  corporate  customers. 

• NDC's  Money  Transfer  System  allows  corporate  customers  to 
initiate  wire  transfers  through  banks  by  terminals  located  at  the 
customers'  places  of  business.  Instructions  are  forwarded  by 
terminal  to  the  sending  bank  for  immediate  processing. 
Twenty-seven  banks  currently  subscribe  to  this  service. 

• The  Information  Reporting  Service  provides  customers  with 
daily  or  other  periodic  consolidated  management  information 
collected  from  remote  locations,  such  as  data  on  sales,  payroll, 
disbursements,  inventory,  and  deposits.  Approximately  430 
customers  currently  use  this  service. 

• NDC  also  offers  Foreign  Exchange  Reporting  as  a complement 
to  its  international  cash  management  services. 

- The  service  provides  immediate  and  current  exchange  rate 
information  for  various  foreign  currencies  in  addition  to  spot 
rate  information,  future  rate  prediction,  and  comparative 
rate  analysis  of  foreign  exchange  deposits  and  transactions. 

- Eighteen  bank  customers  currently  subscribe  to  Foreign 
Exchange  Reporting,  involving  in  excess  of  260  customers. 

• The  Cash  Management  Exchange™  is  a cash  management, 
financial,  and  reporting  service  that  provides  for  the 
transmission  and  exchange  of  information  and  instructions,  both 
to  and  from  banks,  their  corporate  customers,  and  other 
computers  via  NDC's  on-line  network. 

- Financial  and  transactional  data  available  via  the  Cash 
Management  Exchange  includes  multibank  balance  and 
account  activity,  depository  transfer  information,  foreign 
exchange  and  money  market  rates,  and  securities  transaction 
reporting. 

- The  Cash  Management  Exchange  receives  financial 
information  from  more  than  2,000  banks  in  46  countries  and 
provides  financial  information  to  some  10,000  corporations. 
Approximately  130  banks  currently  subscribe  to  the  service. 

• NDC  offers  NETS™  (Network  for  Electronic  Transactions) 
primarily  to  bank  customers.  NETS  is  a distributed  processing 
network  based  on  Tandem  NonStop  computers  that  allows 
banks  to  provide  advanced  financial  services  to  large 
corporations  and  the  middle,  retail,  and  consumer  (personal 
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computer)  markets  by  linking  microcomputers  and  terminals 
with  NDC's  network.  Approximately  5,300  corporations  are 
using  the  NETS  system  through  13  licensee  banks. 

• In  early  1983,  NDC  introduced  the  Treasury  Manager  System, 
an  IBM  PC-based  decision  support  system  for  treasury 
functions  that  can  also  be  used  to  access  NDC's  Cash 
Management  Exchange  network. 

- Software  modules  are  available  to  assist  the  corporate 
treasurer  in  determining  net  cash  positions,  analyzing  debt 
and  investment  levels,  forecasting  cash,  and  providing  cash 
ledger  and  general  ledger  data. 

- NDC  provides  marketing  support,  training,  installation, 
customer  service,  and  maintenance  for  the  system. 

- Prices  range  from  $8,000  to  $20,000  for  the  average 
hardware  and  software  configuration,  plus  ongoing  usage 
fees.  Existing  IBM  PC  users  can  also  license  the  software 
separately 

• NDC  provides  timesharing  through  an  arrangement  with  GE 
Information  Services  in  connection  with  some  of  its  cash 
management  services.  The  timesharing  capability,  which  is  also 
offered  through  NDC's  own  network,  allows  each  customer  to 
store  data  and  obtain  reports  that  meet  their  specifications. 

• The  Cash  Management  Academy™  was  established  by  NDC  in 
1982  to  offer  instruction  to  corporate  and  banking  clients  in  the 
area  of  cash  management  theory  and  techniques. 

NDC's  Health  Care  Data  Services  Division  provides  turnkey 
systems  for  pharmacy  management  to  hospitals,  health 
maintenance  organizations  (HMOs),  and  independent  and  chain 
store  pharmacies. 

• DataStat™,  introduced  in  1983,  is  a turnkey  system  designed 
for  pharmacy  management  running  on  both  minicomputers  and 
personal  computers. 

- NDC's  initial  DataStat  product  was  designed  for  the  retail 
pharmacy.  Versions  for  nursing  homes  and  hospitals  are  also 
available. 

- DataStat  fills,  refills,  and  prices  prescriptions;  maintains 
patient  profiles;  processes  third-party  claims;  and  prepares 
management  reports.  A communications  interface  allows 
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access  to  NDC's  network  for  price  updating,  data  base 
updating,  and  third-party  billing  functions. 

- NDC  also  provides  a complete  microcomputer-based 
automated  management  system  for  dental  offices.  The 
system  manages  and  maintains  patient  information,  an 
appointment  calendar,  insurance  claims  processing  and 
follow-up  tracking,  patient  treatment  planning  and  tracking, 
and  customer  billing  and  receivable  tracking. 

• DataLink™,  for  large  drugstore  chains,  is  a payment  systems 
interface  between  DataStat  and  NDC's  credit  card 
authorization  and  check  guarantee  network.  A cash 
management  interface  allows  the  pharmacy  system  to  use 
NDC's  cash  reporting  and  financial  services. 

• In  June  1988,  NDC  entered  into  an  agreement  with  Paid 
Prescriptions,  Inc.  under  which  NDC  will  provide  Paid 
Prescriptions  with  certain  electronic  services  relating  to  Paid 
Prescriptions'  pre-paid  prescription  drug  programs,  and  Paid 
Prescriptions  will  market  electronic  processing  services  to  its 
pharmacy  customers  on  behalf  of  NDC. 

• NDC  Federal  Systems,  Inc.  (FSI),  formed  with  the  acquisition 
of  Libra  Group  in  1984,  provides  professional  services  for 
health  care  applications.  Services  are  provided  primarily  to 
federal  government  agencies. 

- Services  include: 

• Requirements  analysis 

• Facilities  planning 

• Site  engineering 

• Systems  design,  including  distributed  systems  and  data 

base  management  systems 

• Hardware  and/or  software  selection,  procurement, 
and  installation 

• Facilities  management 

- FSI  also  provides  electronic  eligibility  verification,  real-time 
claims  authorization,  data  capture  and  adjudication  services 
to  a variety  of  health  care  markets  such  as  hospitals,  health 
maintenance  organizations,  pharmacies  and  preferred 
provider  organizations.  This  service  enables  the  company's 
customer  to  speed  up  claims  collection  and  reconciliation 
while  eliminating  paper  processing  by  sending  the  claims 
electronically  to  NDC,  which  in  turn  processes  them  and 
transmits  them  to  payers. 
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Industry  Markets 


Geographic 

Markets 


Telemarketing  Services  are  provided  to  retailers  and  advertisers 
who  market  their  products  by  television  and  newsprint  advertising, 
direct  response  mail,  and  catalogs  to  the  "shop  at  home"  buyer.  A 
broad  range  of  services  are  available  24  hours  a day,  seven  days  a 
week. 

• In  connection  with  its  Inbound  Telemarketing  System,  NDC 
operators  answer  the  phone  in  the  client's  name,  take  the  order, 
enter  the  order  in  a central  data  base,  and  provide  the  client 
with  a complete  order  record  at  the  end  of  each  day.  NDC  can 
prepare  and  deliver  orders  using  the  client's  own  order  and 
report  forms,  and  can  provide  credit  card  authorization  for  the 
caller  at  the  time  the  order  is  placed. 

• During  fiscal  1984,  NDC  expanded  its  telemarketing  services  to 
include  direct  telephone  sales  (Outbound  Telemarketing 
System)  on  behalf  of  its  chents.  A major  user  of  these  services 
is  AT&T. 

• Merchandiser  Marketing  and  Market  Analysis  Services  provide 
the  client  with  information  on  television  advertising 
effectiveness.  Associated  consulting  services  are  also  available. 

• Locater  Services  direct  the  telephone  caller  to  the  nearest 
location  for  a specific  product  or  service. 

• Other  services  include: 

- Operator  services  for  major  telecommunications  suppliers, 
including  collect  call  processing,  call  completion  from  older 
rotary  telephones,  directory  assistance,  and  person-to-person 
calling  capabilities 

- Consulting  and  fund-raising  programs 


A majority  of  NDC's  fiscal  1989  revenue  was  derived  from  the 
banking  and  finance  and  retail  industry  sectors.  The  remainder  of 
revenue  was  derived  from  petroleum,  medical,  airlines,  and 
telephone  industry  clients  and  the  federal  government. 


Approximately  96%  of  NDC's  fiscal  1989  revenue  was  derived 
from  the  U.S.  The  remaining  4%  was  derived  from  Canada, 
Japan,  and  Europe. 
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NATIONAL  DATA  CORPORATION 
National  Data  Plaza 
Atlanta,  GA  30329 
(404)  728-2000 


L.C.  Whitney,  Chairman  and  CEO 
Public  Corporation,  OTC 
Total  Employees;  3,200 
Total  Revenue,  Fiscal  Year  End 
5/31/87;  $158,816,000 
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NATIONAL  DATA  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY  (a) 
($  thousands,  except  per  share  data) 


^"'■'-'—.^..Rscal  Year 

5/87 

5/86 

5/85 

5/84 

5/83 

Item 

Revenue  from  con- 

tinuing  operations 

$ 158,816 

$ 142,823 

$ 

123.21 1 

$1 

15,801 

$99,316 

. Percent  increase 

from  previous  year 

11% 

16% 

6% 

17% 

5% 

Income  from  continuing 

operations  before 
taxes 

. Percent  increase 

$ 24,287 

$ 

19,180 

$ 

9,218 

$ 

1 7,23 1 

N/A 

(decrease)  from 
previous  year 

27% 

108% 

(47%) 

9% 

N/A% 

Income  from  continuing 

operations  after 
taxes 

$ 13,565 

$ 

1 1,258 

$ 

6,194 

$ 

0,020 

$ 9,189 

. Percent  increase 

(decrease)  from 
previous  year 

20% 

82% 

(38%) 

9% 

6% 

Income  (loss)  from 

discontinued 

(b) 

operations 

- 

$ 

(4,500) 

$ 

1,348 

$ 

2,052 

$ 1,851 

Net  income 

$ 13,565 

$ 

6,758 

$ 

7,542 

$ 

2,072 

$ 1 1,040 

. Percent  increase 

(decrease)  from  ' 
previous  year 

101% 

(10%) 

(38%) 

9% 

(1%) 

Earnings  per  share 

from  continuing 
operations 
. Percent  increase 

$ 1.20 

$ 

I.OI 

$ 

0.56 

$ 

0.85 

$ 0.79 

(decrease)  from 
previous  year 

19% 

80% 

(34%) 

8% 

5% 

Net  earnings  per  share 
. Percent  increase 

$ 1.20 

$ 

0.61 

$ 

0.68 

$ 

1.03 

$ 0.95 

(decrease)  from 
previous  year 

97% 

. 

( 1 0%) 

(34%) 

8% 

(2%) 

Financials  have  been  reclassified  to  reflect  the  disposition  of  NDC's  Informa- 
tion Management  Services  Division. 


(b) 


Reflects  the  estimated  loss  from  the  disposal  of  the  Information  Management 
Services  Division. 
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SOURCE  OF  REVENUE 

• A revenue  breakdown  by  service  area  follows: 


NDC 

REVENUE  FROM  CONTINUING  OPERATIONS,  BY  SERVICE 

($  thousands) 


Fiscal  Year 

5/87 

5/86 

5/85 

Item 

Revenue 

Percent 
Increase  from 
Previous  Year 

Revenue 

Percent 
Increase  from 
Previous  Year 

Revenue 

Percent 
Increase  from 
Previous  Year 

Data  Processing 
Services 
- Credit  Card 

$72,206 

7% 

$67,593 

10% 

$61,542 

9% 

- Corporate 
Financial 

35,800 

6 

33,715 

17 

28,884 

2 

- Health  Care 

28,792 

12 

25,607 

49 

17,200 

5 

- Telemarketing 

22,018 

38 

15,908 

2 

15,585 

7 

Total 

$158,816 

1 1% 

$142,823 

16% 

$123,21 1 

6% 

NDC  management  attributes  fiscal  1987  revenue  growth  to  the  following 
factors: 


Credit  Card  Services  revenue  increased  7%  ($4.6  million)  primarily  as  a 
result  of  a net  increase  of  nearly  $7  million  in  transaction  volume  and 
new  business  in  credit  card  authorization  services  including  an  increase 
of  $6.8  million  from  the  company's  Electronic  PoInt-of-Sale  Authoriza- 
tion System. 

. Pricing  declines  of  $2.4  million  during  the  year  resulted  from  a 
shift  in  the  product  mix  from  voice  authorization  to  terminal 
authorization  and  from  volume  discounts  to  major  customers. 

. Revenue  from  transaction  processing  services  increased 
$139,000  primarily  due  to  transaction  volume  increases. 

Corporate  Financial  Services  revenue  increased  6%  ($2.1  million). 
Revenue  from  software  license  sales  and  related  revenues  of  the 
company's  NETS  System  were  $3.6  million  in  fiscal  1987  compared  to 
$3.7  million  in  fiscal  1986.  Transaction  volume  decreases  were  approx- 
imately $354,000  and  price  increases  were  $2.5  million. 
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Health  Care  Data  Services  revenue  increased  12%  ($3.2  million)  over 
fiscal  I 986.  Sales  of  the  Datastat-PC^  ’'''•pharmacy  management  system 
increased  hk%  from  $9.2  million  in  fiscal  1986  to  over  $13.3  million  in 
fiscal  1987.  Revenue  from  the  Federal  Systems  Division  decreased 
$261,000  due  to  reduced  sales  of  professional  services  to  the  U.S. 
government.  On-line  processing  revenue,  which  was  fully  phased  out  in 
the  third  quarter  of  fiscal  1986,  declined  by  $638,000. 

Telemarketing  Services  revenue  rose  38%  ($6.1  million)  over  fiscal 
1986  primarily  as  a result  of  increased  volume  relating  to  operator 
services. 

Revenues  from  foreign  operations  were  approximately  $6.2  million,  $4.6 

million,  and  $3.1  million  for  fiscal  1987,  1986,  and  1985,  respectively. 
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NATIONAL  DATA  CORPORATION 

National  Data  Plaza 
Atlanta,  GA  30329 
(404)  728-2000 


L.  C.  Whitney,  Chairman  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  2,800 
Total  Revenue,  Fiscal  Year  End 
5/31/86:  $142,823,000 


c 


THE  COMPANY 

• National  Data  Corporation  (NDC)  was  incorporated  in  1967  in  Delaware  to 
provide  specialized  data  processing  and  facilities  management  services.  The 
company  currently  provides  various  processing  services,  professional  services, 
turnkey  systems,  and  facilities  management  primarily  in  the  areas  of  cash 
management,  credit  card  authorization  and  processing,  health  care,  and 
telemarketing. 

• During  the  fourth  quarter  of  fiscal  1986  NDC  adopted  a plan  to  dispose  of  its 
Information  Management  Services  Division  through  sale  or  discontinuance  of 
operations.  In  late  1986  the  division  was  sold  to  Electronic  Data  Systems. 
Terms  of  the  sale  were  not  disclosed. 

The  division,  created  during  fiscal  1982  in  connection  with  NDC's 
acquisition  of  Rapidata,  Inc.,  provides  interactive  remote  computing, 
data  base,  and  microcomputer-based  processing  services  primarily  for 
financial  planning,  banking,  money,  and  investment  management,  and 
marketing  applications. 

NDC  management  states  that  revenues  from  this  business  segment 
have  steadily  declined  since  fiscal  1982  as  a result  of  the  industry-wide 
reduction  in  demand  for  timesharing  services.  The  division  generated 
revenue  of  approximately  $11.6  million  in  fiscal  1986,  $18.1  million  in 
fiscal  1985,  and  $23.2  million  in  fiscal  1984.  Although  the  division 
generated  net  income  of  $1.3  million  in  fiscal  1985  and  $2.1  million  in 
fiscal  1984,  during  fiscal  1986  it  operated  "about  at  a break-even 
point." 

As  a result  of  the  disposition,  NDC's  financial  statements  have  been 
reclassified  to  account  for  this  business  as  discontinued  operations.  A 
reserve  of  $4.5  million,  net  of  taxes,  was  established  for  the  estimated 
loss  on  the  disposal,  including  the  sale  and  write-down  of  assets  and 
anticipated  losses  during  the  phase-out  period. 

• NDC's  fiscal  1986  revenue  from  continuing  operations  reached  $142.8  million, 
a 16%  increase  over  fiscal  1985  revenue  from  continuing  operations  of  $123.2 
million.  Net  income  for  fiscal  1986,  which  includes  losses  from  discontinued 
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operations  of  $4.5  million,  was  $6.8  milion,  compared  to  net  income  of  $7.5 
million  for  fiscal  1985.  A five-year  financial  summary  follows: 

NATIONAL  DATA  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY  (a) 

($  thousands,  except  pershare  data) 


J 


' ' FISCAL  YEAR 

ITEM 

5/86 

5/85 

5/84 

5/83 

5/82 

Revenue  from  continuing 

operations 

$ 142,823 

$ 

123,21 1 

$ 1 15,801 

$99,316 

$94,712 

. Percent  increase 

from  previous  year 

16% 

6% 

17% 

5% 

N/A 

Income  from  continuing 

operations  before 
taxes 

. Percent  increase 

$ 

19,180 

$ 

9,218 

$ 

17,231 

N/A 

N/A 

(decrease)  from 
previous  year 

108% 

(47%) 

9% 

N/A 

N/A 

Income  from  continuing 

operations  after 
taxes 

. Percent  increase 

$ 

11,258 

$ 

6,194 

$ 

10,020 

$ 

9,189 

$ 8,675 

(decrease)  from 
previous  year 

82% 

(38%) 

9% 

6% 

N/A 

Income  (loss)  from 

discontinued 

(b) 

operations 

$ 

(4,500) 

$ 

1,348 

$ 

2,052 

$ 

1,851 

$ 2,498 

Net  income 

$ 

6,758 

$ 

7,542 

$ 

12,072 

$ 

1,040 

$ 1 1,173 

. Percent  increase 

(decrease)  from 
previous  year 

(10%) 

(38%) 

9% 

(1%) 

36% 

Earnings  per  share 

from  continuing 
operations 
. Percent  increase 

$ 

I.OI 

$ 

0.56 

$ 

0.85 

$ 

0.79 

$ 0.75 

(decrease)  from 
previous  year 

80% 

(34%) 

8% 

5% 

N/A 

Net  earnings  per  share 

$ 

0.61 

$ 

0.68 

$ 

1.03 

$ 

0.95 

$ 0.97 

. Percent  increase 

(decrease)  from 
previous  year 

(10%) 

(34%) 

8% 

(2%) 

33% 

o 
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(a)  Financials  have  been  reclassified  to  reflect  the  disposition  of  NDC's  Information 
Management  Services  Division,  as  previously  discussed. 

(b)  Reflects  the  estimated  loss  from  the  disposal  of  the  Information  Management 
Services  Division. 

• A revenue  breakdown  by  service  area  follows: 


NDC 

REVENUE  FROM  CONTINUING  OPERATIONS,  BY  SERVICE 

($  thousands) 


FISCAL  YEAR 

ITEM 

5/86 

Percent 

Increase 

from 

Previous 

Year 

5/85 

Percent 

Increase 

from 

Previous 

Year 

5/84 

Percent 

Increase 

from 

Previous 

Year 

Data  Processing 

Services 

- Credit  Card  (a) 

$ 67,593 

10% 

$ 61,542 

9% 

$ 56,460 

22% 

- Corporate  Financial 

(b) 

33,715 

17 

28,884 

2 

28,256 

7 

- Health  Care 

25,607 

49 

17,200 

5 

16,456 

4 

- Telemarketing 

15,908 

2 

15,585 

7 

14,629 

85 

Total 

$ 142,823 

16% 

$ 123,21 1 

6% 

$ 1 15,801 

17% 

(a)  Includes  facilities  management  services  revenue  of  approximately  $4.0  million, 
$4.8  million,  and  $6.4  million  for  fiscal  1986,  1985,  and  1984,  respectively. 

(b)  Formerly  Cash  Management  Services 


NDC  management  attributes  fiscal  1986  revenue  growth  to  the  following 
factors: 


Credit  Card  Services  revenue  increased  10%  ($6.1  million)  primarily  as 
a result  of  a net  increase  of  $7.8  million  in  transaction  volume  and  new 
business  in  credit  card  authorization  services  including  an  increase  of 
$6.5  million  from  the  company's  Electronic  Point-of-Sale  Authorization 
System. 

. Pricing  declines  of  $2.4  million  during  the  year  resulted  from  a 
shift  in  the  product  mix  from  voice  authorization  to  term!  lal 
authorization  and  from  volume  discounts  to  major  customers. 

. Revenue  from  transaction  processing  services  increased 
$665,000  primarily  due  to  transaction  volume  increases. 
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Cash  Management  Services  revenue  increased  17%  ($4.8  million). 
Transaction  volume  increases  were  approximately  $1.7  million  (net)  and 
price  increases  were  $3.2  million. 

Health  Care  Data  Services  revenue  increased  49%  ($25.6  million)  over 
fiscal  1985.  Sales  of  the  Datastat-PC^'^'  pharmacy  management 
system  increased  69%,  from  $5.5  million  in  fiscal  1985  to  over  $9.2 
million  in  fiscal  1986.  Revenue  from  the  Federal  Systems  Division 
increased  59%  ($5.9  million)  due  to  increased  sales  of  professional 
services  to  the  U.S.  government.  Increases  were  partially  offset  by  a 
$1.2  million  decrease  in  on-line  processing  revenue. 

Telemarketing  Services  revenue  rose  2%  ($323,000)  over  fiscal  1985 
primarily  as  a result  of  increased  volume. 

• Revenue  from  continuing  operations  for  the  nine  months  ending  February  28, 
1987  was  $116.8  million,  an  11%  increase  over  $105  million  for  the  same 
period  in  1986.  Net  income  rose  23%  from  $8.1  million  to  over  $10  million. 

• NDC  is  organized  into  the  following  divisions/subsidiaries: 

The  NDC  Credit  Card  Services  Division  provides  credit  card  charge 
authorization,  credit  card  processing,  and  remittance  processing 
services. 

The  NDC  Corporate  Financial  Services  Division  provides  various  cash 
management  and  reporting  processing  services. 

The  NDC  Health  Care  Data  Services  Division  provides  turnkey  systems 
for  pharmacy  applications.  Through  NDC  Federal  Systems,  Inc.  the 
company  also  provides  professional  services  to  federal  government 
agencies  for  health  care  applications. 

The  NDC  Telemarketing  Services  Division  provides  direct  sales  and 
response  telemarketing  services,  market  analysis,  and  locator  services 
to  retailers  and  operator  services  to  the  telecommunications  industry. 

Communication  Response  Services,  Inc.  is  a wholly  owned  subsidiary 
providing  telemarketing  services. 

NDC  International,  Ltd.,  a wholly  owned  subsidiary  headquartered  in 
London,  markets  cash  management  services  throughout  Western 
Europe. 

National  Data  Corporation  of  Canada,  Ltd.  markets  cash  rr'onagement, 
credit  card,  and  telemarketing  services  in  Canada.  This  subsidiary  is 
headquartered  in  Don  Mills,  Ontario. 

Technology  Sales  and  Leasing  Co.,  Inc.  is  an  equipment  leasing 
subsidiary. 
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• NDC's  principal  competitors,  by  service  area,  include  the  following: 

Cash  management:  Automatic  Data  Processing,  Chemical  Bank,  and 

in-house  data  processing  centers. 

Credit  card  services:  First  Data  Resources  and  various  bank 

associations 

Telemarketing:  Dial  America  and  regional  telephone  answering  firms. 
Health  care:  Three  PM  Inc.  (3PM)  and  PharmAssist. 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  approximately  80%  of  NDC's  total  fiscal  1986  revenue  was 
derived  from  its  various  processing  services,  I 1%  from  professional  services, 
3%  from  facilities  management,  and  6%  from  turnkey  systems. 

Services  for  fiscal  1986  are  segmented  by  NDC  as  follows 
($  thousands): 

Percent 


Revenue 

of  Total 

Credit  Card  Services 

$ 67,593 

47% 

Corporate  Financial  Services 

33,715 

24 

Health  Care  Data  Services 

25,607 

18 

Telemarketing  Services 

15,908 

1 1 

$ 142,823 

100% 

• Credit  Card  Services  include  credit  card  charge  authorization,  card  proces- 
sing, and  remittance  processing  for  both  bank  and  private  label  card  plans. 

NDC's  credit  card  authorization  services  are  presently  being  used  by 
approximately  184  financial  institutions  in  the  U.S.  and  Canada  that 
issue  MasterCard  and  VISA  cards. 

. NDC's  electronic  point-of-sale  authorization  systems  provide 
banks  and  merchants  with  a nationwide  credit  authorization 
network  for  both  credit  cards  and  checks.  Credit  requests  are 
transmitted  from  the  merchant  to  NDC  through  the  merchant's 
terminal,  and  the  credit  authorization  is  then  relayed  to  the 
terminal  by  electronic  display  or  audio  response. 

The  service  is  also  capable  of  supporting  additional 
applications  such  as  NDC's  deposit;  and  information 
reporting  services  and  other  cash  management  services. 
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Approximately  136  financial  institutions  are  presently 
using  NDC's  electronic  point-of-sale  authorization 
systems. 

During  fiscal  1986  electronic  authorizations  increased 
80%,  representing  nearly  two-thirds  of  all  authorizations. 

. Credit  authorization  is  also  provided  by  telephone  voice  and 
audio  response  authorization  services. 

NDC  maintains  six  regional  voice  centers  that  are  staffed 
24  hours  a day,  seven  days  a week. 

Audio  response  authorization  employs  computer- 
synthesized  voice  response  to  credit  inquiries. 

The  Total  System'^^- , is  an  on-line  credit  card  authorization  and  billing 
system  jointly  offered  by  NDC  and  a Columbus  Bank  and  Trust 
Company  affiliate. 

The  Columbus  affiliate  provides  the  credit  card  billing  and 
merchant  accounting  portion  of  the  service,  and  NDC  provides 
the  authorization  and  data  entry  components. 

The  system  can  process  both  MasterCard  and  VISA  credits  for 
the  same  customer. 

NDC  receives  a percent  of  revenue  from  this  venture  as 
commissions. 

. A total  of  75  banks,  credit  unions,  and  savings  and  loan 
associations  currently  use  the  system. 

NDC  provides  credit  card  processing  services  to  70  clients  through  its 
data  entry  service. 

Remittance  processing  services  provided  by  NDC  include  depositing 
payments  to  a customer-designated  account  and  providing  same-day 
accounts  receivable  updates  and  summary  reports.  There  are  currently 
20  customers  using  this  service. 

NDC  also  provides  credit  card  programs  for  airlines  and  petroleum 
companies  to  support  their  private  label  credit  cards,  including  devel- 
oping software  and  implementing  total  systems  on  a turnkey  basis. 

In  September  1983  NDC  introduced  the  Elechonic  Data  Capture  (EDC) 
system,  which  incorporates  the  capabilities  . an  electronic  point-of- 
sale  ternninal  to  verify  credit  and  offers  merchants  positive  balancing 
at  the  point-of-sale,  prior  to  depositing. 
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. The  system  operates  in  conjunction  with  NDC's  Networks  for 
Electronic  Transaction  Services  (NETS^“  ).  A terminal  is  used 
to  process  the  transaction  for  authorization  and  store  the  card- 
holder information  for  transmission  to  NDC  where  the  data  is 
collected,  balanced,  and  switched  electronically  to  the  merchant 
bank  for  deposit  and  subsequently  to  the  cardholder's  bank  for 
billing. 

. The  system  also  provides  for  the  storage  and  retrieval  of  sales 
tickets  and  daily  activity  reporting  by  store  location. 

. Sixty  major  merchants  are  using  the  system  and  40  major  banks 
are  marketing  it  for  NDC.  There  are  currently  approximately 
15,000  EDC  terminals  installed  at  U.S.  retail  stores. 

During  fiscal  1986  NDC  introduced  a host-based  data  capture 
capability  to  its  EDC  system.  This  system  differs  from  the  NDC 
terminal-based  system  in  that  it  can  be  accessed  by  first  generation 
("dumb")  dial  terminals  as  well  as  on-line  point-of-sale  devices  such  as 
electronic  cash  registers  and  customer/clerk-operated  line  control 
terminals.  The  system  is  currently  processing  both  credit  and  debit 
card  transactions.  NDC  is  implementing  the  system  for  a major 
retailer  and  will  have  over  2,000  electronic  cash  registers  on-line  when 
installation  is  complete. 

In  1984,  NDC  entered  an  agreement  with  AT&T,  and  separately  with 
BellSouth  Corporation,  to  sell  a telephone  credit  card  processor  as  part 
of  a system  allowing  callers  to  use  major  credit  cards. 

. The  initial  AT&T  three-year  contract,  said  to  be  valued  at 
several  million  dollars,  called  for  NDC  to  provide  processors 
linked  to  NDC's  network  for  transaction  services,  and  a voice 
synthesis  system  for  giving  customers  calling  instructions. 

The  initial  one-year  contract  with  BellSouth  was  valued  at 
$312,000. 

. NDC  currently  reports  the  system  is  still  being  tested  in  some 
100  locations  in  Georgia  and  Florida. 

• Corporate  Financial  Services,  available  to  banks  and  their  corporate 
customers,  include  the  following: 

NDC's  Deposit  Reporting  Service  permits  electronic  concentration  of 
local  bank  deposits  from  an  organization's  remote  locations  into  central 
banks  for  accelerated  funds  availability. 

. Deposit  reports  are  compiled  and  transmitted  to  the  concentra- 

tion bank  designated  by  the  customer  for  the  purpose  of  initi- 
ating funds  transfer  via  depository  transfer  checks  (DTCs)  or 
electronic  Automated  Clearing  House  debits. 
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. The  same  data  is  also  transmitted  to  customer  management. 
This  service  accelerates  the  availability  of  cash  receipts, 
enforces  systematic  unit  reporting,  provides  audit  trails  for 
reconciliation,  and  provides  confidential  handling. 

. Approximately  3,600  customers  presently  use  this  service  and 
about  150  banks  market  this  service  to  their  customers. 

In  April  1984  NDC  was  chosen  as  a subcontractor  to  the  Citizens 
and  Southern  National  Bank  (C&S)  to  serve  as  the  data  service 
facility  for  concentrating  $140  billion  in  federal  deposits 
annually,  as  part  of  a consortium  of  financial  services  firms 
selected  by  the  U.S.  Treasury  Department's  Bureau  of 
Government  Financial  Operations  (BGFO). 

Designated  depositories  enter  federal  agency  transfer  and 
deposit  information  into  NDC's  computer  network.  NDC 
then  submits  this  information  to  the  Automated  Clearing 
House  (ACH)  system  in  order  to  charge  most  depositories, 
develop  data  for  wire  transfers  for  depositors  unable  to 
meet  ACH  reporting  deadlilnes,  and  provide  a detailed 
accounting  to  BGFO  of  daily  transactions. 

The  initial  contract  for  these  services  is  five  years. 

In  mid- 1983  NDC  was  designated  by  the  Farmers  Home 
Administration  for  automated  concentration  services  to  be 
implemented  nationwide. 

Bank  Balance^  Reporting  Services  enable  customers  of  participating 
banks  to  receive  daily  bank  balance  information  so  that  cash  manag- 
ement decisions  can  be  made  rapidly.  Approximately  1,500  banks 
participate  in  this  service,  involving  in  excess  of  10,000  corporate 
customers. 

NDC's  Money  Transfer  System  allows  corporate  customers  to  initiate 
wire  transfers  through  banks  by  terminals  located  at  the  customers' 
places  of  business.  Instructions  are  forwarded  by  terminal  to  the 
sending  bank  for  immediate  processing.  Twenty-two  banks  currently 
subscribe  to  this  service. 

The  Information  Reporting  Service  provides  customers  with  daily  or 
other  periodic  consolidated  management  information  collected  from 
remote  locations,  such  as  data  on  sales,  payroll,  disbursements, 
inventory,  and  deposits.  Approximately  280  customers  currently  use 
this  servic  6, 

NDC  also  offers  Foreign  Exchange  Reporting  as  a complement  to  its 
cash  management  services  in  the  international  area. 


8 of 
March 


13 

1987 


©1987  by  INPUT,  Reproduction  Prohibited. 


INPUT 


NATIONAL  DATA  CORPORATION 


. The  service  provides  immediate  and  current  exchange  rate 
information  for  various  foreign  currencies  in  addition  to  spot 
rate  information,  future  rate  prediction,  and  comparative  rate 
analysis  of  foreign  exchange  deposits  and  transactions. 

. Thirty-three  bank  customers  currently  subscribe  to  Foreign 

Exchange  Reporting,  involving  in  excess  of  360  customers. 

The  Cash  Management  Exchange^M-  , introduced  in  1980,  is  a cash 
management,  financial,  and  reporting  service  that  provides  for  the 
transmission  and  exchange  of  information  and  instructions,  both  to  and 
from  banks,  their  corporate  customers,  and  other  computers  via  NDC's 
on-line  network. 

. Financial  and  transactional  data  available  via  the  Cash 

Management  Exchange  includes  multibank  balance  and  account 
activity,  depository  transfer  information,  foreign  exchange  and 
money  market  rates,  and  securities  transaction  reporting. 

. The  Cash  Management  Exchange  receives  financial  information 
from  more  than  1,500  banks  in  23  countries  and  provides  finan- 
cial information  to  some  10,000  corporations.  Approximately 
130  banks  currently  subscribe  to  the  service. 

. Seven  of  the  ten  largest  Japanese  banks  currently  subscribe  to 
the  Cash  Management  Exchange.  These  banks  are  serviced  by 
the  company's  Tokyo  branch. 

NDC  offers  NETS^  ''^' (Network  for  Electronic  Transactions)  primarily  to 
bank  customers.  NETS  is  a distributed  processing  network  based  on 
Tandem  NonStop  computers  that  allows  banks  to  provide  advanced 
financial  services  to  large  corporations  and  to  the  middle,  retail,  and 
consumer  (personal  computer)  markets  by  linking  microcomputers  and 
terminals  with  NDC's  network.  Approximately  4,000  corporations  are 
using  the  NETS  system  through  over  100  subscribing  banks. 

. The  NETS  in-bank  system  is  installed  for  six  bank  clients— 
Centerre,  First  Chicago,  National  Westminster,  Northern  Trust, 
Security  Pacific,  and  Seattle  First  National— using  the  same 
hardware  and  software  as  the  shared  system. 

In  early  1983  NDC  introduced  the  Treasury  Manager  System,  an  IBM 
PC-based  decision  support  system  for  treasury  functions  that  can  also 
be  used  to  access  NDC's  Cash  Management  Exchange  network. 

. Software  modules  are  available  to  assist  the  corporate  treasurer 

in  determining  net  cash  positions,  analyzing  debt  and  investment 
levels,  forecasting  cash,  and  providing  cash  ledger  and  general 
ledger  data. 
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NDC  provides  marketing  support,  training,  installation, 
customer  service,  and  maintenance  for  the  system. 

Prices  range  from  $8,000  to  $20,000  for  the  average  hardware 
and  software  configuration,  plus  ongoing  usage  fees.  Existing 
IBM  PC  users  can  also  license  the  software  separately. 

In  March  1984  NDC  reached  an  agreement  with  Security  Pacific 
National  Bank  to  supply  them  with  1,600  Treasury  Manager 
Systems  to  be  installed  in  their  customers'  offices  over  the  next 
24  to  36  months. 

NDC  provides  timesharing  through  an  arrangement  with  GEISCO  in 
connection  with  some  of  its  cash  management  services.  The  time- 
sharing capability,  which  is  also  offered  through  NDC's  own  network, 
allows  each  customer  to  store  data  and  obtain  reports  that  meet  their 
specifications. 

The  Cash  Management  Academy'^^-  was  established  by  NDC  in  1982  to 
offer  instruction  to  corporate  and  banking  clients  in  the  area  of  cash 
management  theory  and  techniques. 

NDC's  Health  Care  Data  Services  Division  provides  turnkey  systems  for 
pharmacy  management  to  hospitals,  health  maintenance  organizations 
(HMOS),  and  independent  and  chain  store  pharmacies,  and,  as  a result  of  the 
Libra  Group  acquisition  in  1984,  offers  professional  services  primarily  to  the 
federal  government. 

DataStat-PC'^“-  , introduced  in  1983,  is  an  IBM  PC-XT-  or  AT-based 
turnkey  system  designed  for  pharmacy  management. 

. NDC's  initial  DataStat-PC  product  was  designed  for  the  retail 
pharmacy.  Versions  for  nursing  homes  and  hospitals  are  also 
available. 

. DataStat-PC  is  priced  at  $1  1,995,  including  hardware,  software, 
and  10  megabytes  of  IBM  Winchester  disk.  Options  permit 
interaction  with  TEC-America  point-of-sale  terminals. 

. DataStat-PC  fills,  refills,  and  prices  prescriptions;  maintains 
patient  profiles;  processes  third-party  claims;  and  prepares 
management  reports.  A communications  interface  allows  access 
to  NDC's  network  for  price  updating,  data  base  updating,  and 
third-party  billing  functions. 

NDC  announced  during  the  first  quarter  of  fiscal  1985  that, 
because  of  the  strong  acceptance  of  DataStat~PC  by  retail 
pharmacies,  it  was  discontinuing  its  on-line  processing  service  to 
this  market  segment.  All  on-line  customers  have  converted  to 
the  micro-based  product. 
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. There  are  currently  over  1,000  DataStat-PC  systems  installed. 

DataLink'’'-''^-  , for  large  drugstore  chains,  is  a payment  systems 
interface  between  DataStat  and  NDC's  credit  card  authorization  and 
check  guarantee  network.  A cash  management  interface  allows  the 
pharmacy  system  to  use  NDC's  cash  reporting  and  financial  services. 

NDC  Federal  Systems,  Inc.,  formed  with  the  acquisition  of  Libra 
Group,  contributed  approximately  $15.8  million  to  NDC's  fiscal  1986 
revenue.  This  subsidiary  provides  professional  services  for  health  care 
applications,  primarily  to  federal  government  agencies. 

. Services  include: 

Requirements  analysis. 

Facilities  planning. 

Site  engineering. 

Systems  design,  including  distributed  systems  and  data 
base  management  systems. 

Hardware  and/or  software  selection,  procurement,  and 
installation. 

Facilities  management,  on  the  clients'  equipment,  at  the 
clients'  site. 

. Examples  of  federal  government  projects  include: 

TRIMIS  (Tri-service  Medical  Information  System)  deals 
with  the  medical  administrative  requirements  of  large 
field  hospitals. 

TAMMIS  (Theater  Army  Medical  Management  Informa- 
tion System)  deals  with  similar  requirements  for  battle- 
field units. 

TRIPHARM  (Tri-service  Pharmacy  Management  System) 
which  provides  automated  pharmacy  support  systems  for 
military  hospitals. 

AQCESS  (Automated  Quality  of  Care  Support  Systems) 
monitors  quality  of  care  in  military  hospitals. 

Approximately  40%  of  fiscal  1986  Health  Care  Services  revenue  was 
derived  from  agencies  of  the  federal  government. 

During  1986  NDC  formed  an  agreement  with  Bergen  Brunswig  Drug 
Company  to  jointly  develop  "CompuPhase  3",  a point-of-sale  pharmacy 
management  system.  Bergen  Brunswig's  500  existing  pharmacy 
management  system  installations  will  be  converted  to  the  CompuPhase 
3 system,  which  will  be  marketed  nationally  by  Bergen  Brunswig. 
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Telemarketing  Services  are  provided  to  retailers  and  advertisers  who  market 
their  products  by  television  and  newsprint  advertising,  direct  response  mail, 
and^  catalogs  to  the  "shop  at  home"  buyer.  A broad  range  of  services  are 
available  24  hours  a day,  seven  days  a week. 

In  connection  with  its  Inbound  Telemarketing  System,  NDC  operators 
answer  the  phone  in  the  client's  name,  take  the  order,  enter  the  order 
in  a central  data  base,  and  provide  the  client  with  a complete  order 
record  at  the  end  of  each  day.  NDC  can  prepare  and  deliver  orders 
using  the  client's  own  order  and  report  forms,  and  can  provide  credit 
card  authorization  for  the  caller  at  the  time  the  order  is  placed. 

During  fiscal  1984  NDC  expanded  its  telemarketing  services  to  include 
direct  telephone  sales  (Outbound  Telemarketing  System)  on  behalf  of 
its  clients.  A major  user  of  these  services  is  AT&T. 

Merchandise  Marketing  and  Market  Analysis  Services  provide  the  client 
with  information  on  television  advertising  effectiveness.  Associated 
consulting  services  are  also  available. 

Locator  Services  direct  the  telephone  caller  to  the  nearest  location  for 
a specific  product  or  service. 

Other  services  include: 

. Operator  services  for  major  telecommunications  suppliers, 
including  collect  call  processing,  call  completion  from  older 
rotary  telephones,  directory  assistance,  and  person-to-person 
calling  capabilities.  These  services  are  currently  being  provided 
for  U.S.  Sprint. 

. Consulting  and  fund  raising  programs. 

NDC  has  a separate  dedicated  telemarketing  center  in  Tucker  (GA)  and 
regional  telemarketing  centers  located  in  Reno  (NV),  Lombard  (IL), 
Toronto,  Cherry  Hill  (NJ),  and  Miami,  equipped  with  over  1,000 
computerized  operator  positions. 

Facilities  management  services  revenue  (reported  in  the  Credit  Card  Services 
business  segment)  was  an  estimated  $4  million  in  fiscal  1986. 

NDC  has  facilities  management  agreements  with  two  oil  companies 
under  which  NDC  manages  and  operates  the  complete  credit  card 
programs  for  these  companies.  Services  include  new  account  proces- 
sing; credit  and  collection;  customer  billing;  remittance  processing; 
accounts  receivable  accounting;  preparation  of  management  informa- 
tion and  statistical  reports;  and  other  related  administrative  services. 
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INDUSTRY  MARKETS 

• A majority  of  NDC's  fiscal  1986  revenue  was  derived  from  the  banking  and 
finance  and  retail  industry  sectors.  The  remainder  of  revenue  was  derived 
from  petroleum,  medical,  airlines,  and  telephone  industry  clients  and  the 
federal  government. 

GEOGRAPHIC  MARKETS 

• Approximately  97%  of  NDC's  fiscal  1986  revenue  was  derived  from  the  U.S. 
The  remaining  3%  was  derived  from  Canada,  Japan,  and  Europe. 

• U.S.  branch  offices  are  located  in  Ann  Arbor,  Boston,  Cherry  Hill  (NJ), 
Charleston  (SC),  Lombard  (IL),  Dallas,  Fairfield  (NJ),  Los  Angeles,  Miami, 
New  York  City,  Reno  (NV),  Rockville  (MD),  San  Antonio,  San  Francisco,  and 
Tulsa. 

• 

• Foreign  offices  are  located  in  England,  Germany,  Italy,  Japan,  and  Toronto 
(Canada). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• NDC  operates  the  following  equipment: 

At  its  headquarters  in  Atlanta  and  in  regional  communications  centers 

located  in  Cherry  Hill  (NJ),  Lombard  (IL),  Boston,  Miami,  Reno,  and 

Toronto: 

. I Sperry  I 100/70,  OS  I 100. 

. 1 Sperry  1 I 00/83,  Exec  8. 

4 DEC  PDP-1  l/70s,  IA5. 

At  NDC  Federal  Systems'  Rockville  data  center. 

. I Harris  300,  Virtual  Operating  System. 

I DEC  PDP-1  1/34,  MUMPS. 

I DEC  PDP-1 1/24,  MUMPS. 

. I Data  General  350,  AOS,  AOS/VS. 

1 Data  General  MV/8000,  AOS,  AOS/VS. 

. I Burroughs  1955,  MCP. 

I Altos  ACS  8000-12. 

• In  addition,  NDC  installs  DEC  PDP-1  l/34s  and  -I  l/70s.  Data  General  Eclipse 
S/130s  and  S/230s,  and  Texas  Instruments  990  series  minicomputers  in  support 
of  its  services. 

• NDC's  communications  network  uses  leased  lines,  satellite.  Telenet,  WATS, 
foreign  exchange,  Comshare,  and  GEISCO.  Toll-free  or  local  telephone 
numbers  serving  75  major  cities  are  available. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  DECEMBER  1984 


NATIONAL  DATA  CORPORATION 

One  National  Data  Plaza 
Corporate  Square 
Atlanta,  GA  30329 
(404) 329-8500 


L.  C.  Whitney,  Chairman  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  2,800 
Total  Revenue,  Fiscal  Year  End 
5/31/85;  $141,298,000 


NATIONAL  DATA  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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A revenue  breakdown  by  service  area  follows; 


NDC 

REVENUE  FROM  OPERATIONS,  BY  SERVICE 
($  thousands) 


FISCAL  YEAR 

ITEM 

5/85 

Percent 
Increase 
(Decrease) 
from  Previous 
Year 

5/84  (a) 

Percent 
Increase 
(Decrease) 
from  Previous 
Year 

5/83 

Percent 
Increase 
(Decrease) 
from  Previous 
Year 

Data  Processing 
Services 

- Credit  Card  (b) 

$ 61,542 

9% 

$ 56,460 

22% 

$ 46,189 

16% 

- Cosh  Management 

$ 28,884 

2% 

28,256 

7% 

26,464 

5% 

- Information 
Management 

18,087 

(22%) 

23,226 

(16%) 

27,717 

(11%) 

- Health  Care  (c) 

17,200 

5% 

16,456 

4% 

15,757 

33% 

- Telemarketing 

15,585 

7% 

14,629 

85% 

7,916 

58% 

Subtotal 

$ 141,298 

2% 

$ 139,027 

12% 

$ 124,043 

9% 

Facilities 

Management 

- ARCO 

(100%) 

2,990 

(76%) 

Total  Company 
Revenue 

$ 141,298 

2% 

$ 139,027 

9% 

$ 127,033 

1% 

(a)  Restated  due  to  a reclassification  of  certain  services  within  the  Credit  Card  and 
Telemarketing  Services  business  segments. 


(b)  Includes  other  facilities  management  services  revenue  for  fiscal  1985,  1984,  and 
1983. 

(c)  Restated  to  include  the  results  of  Libra  Group,  Inc.  which  was  acquired  in 
October  1983. 

• Revenue  for  the  three  months  ending  August  31,  1985  reached  $38.1  million,  a 
13%  increase  over  $33.8  million  for  the  same  period  a year  ago.  Net  income 
for  the  period  rose  130%  from  $1.1  million  to  over  $2.5  million. 
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SOURCE  OF  REVENUE 

• Approximately  82%  of  NDC's  total  fiscal  1 985  revenue  was  derived  fronn  its 
various  processing  services,  6%  from  professional  services,  9%  from  facilities 
management,  and  3%  from  turnkey  systems. 

Services  for  fiscal  1985  are  segmented  by  NDC  as  follows 
($  thousands): 

Percent 


Revenue 

of  Total 

Credit  Card  Services 

$ 61,542 

44% 

Cash  Management  Services 

28,884 

20 

Information  Management  Services 

18,087 

13 

Health  Care  Services 

17,200 

12 

Telemarketing  Services 

15,585 
$ 141,298 

J1 

100% 
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COMPANY  HIGHLIGHT 


NATIONAL  DATA  CORPORATION 

One  National  Data  Plaza 
Corporate  Square 
Atlanta,  GA  30329 
(404)  329-8500 


L.  C.  Whitney,  Chairman,  President, 
and  CEO 

Public  Corporation,  OTC 
Total  Employees:  2,400 
Total  Revenue,  Fiscal  Year  End 
5/31/84:  $139,027,000 


THE  COMPANY 

• National  Data  Corporation  (NDC)  was  incorporated  in  1967  in  Delaware  to 
provide  specialized  data  processing  and  facilities  management  services. 
NDC's  primary  services  include  cash  management,  credit  card,  information 
management,  health  care,  and  telemarketing  processing,  and  professional 
services. 

• NDC's  fiscal  1984  revenue  was  $139  million,  an  increase  of  9%  over  fiscal 
1983  revenue  of  $127  million.  Net  income  rose  9%  from  $1  1 million  in  fiscal 
1983  to  $12.1  million  in  fiscal  1984.  A five-year  financial  summary  follows: 


NATIONAL  DATA  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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• The  above  financials  have  been  restated  to  reflect  the  acquisition  of  Libra 
Group,  Inc.  in  October  1983. 

NDC  exchanged  272,165  of  its  common  shares  for  all  the  outstanding 
stock  of  Libra.  The  acquisition  was  accounted  for  as  a pooling  of 
interests. 

Libra  provides  software  development  and  consulting  professional 
services  for  health  care  applications,  primarily  to  federal  government 
agencies. 

Libra  had  approximately  135  employees  at  the  time  of  the  acquisition. 
Revenue  for  the  fiscal  year  ending  May  31,  1983  was  $7.1  million  and 
net  income  was  $190,000. 

Libra  now  operates  as  NDC  Federal  Systems,  Inc.,  a wholly  owned 
subsidiary  of  NDC. 
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• A revenue  breakdown  by  service  area  follows: 


NDC 

REVENUE  FROM  OPERATIONS,  BY  SERVICE 
($  thousands) 


5/84 

Percent 
Increase 
(Decrease) 
From  Pre- 
vious Year 

5/83  (a) 

Percent 
Increase 
(Decrease) 
From  Pre- 
vious Year 

5/82  (a) 

Percent 
Increase 
(Decrease) 
From  Pre- 
vious Year 

Data  Processing 
Services 

- Cash  Management 

$ 28,256 

7% 

$ 26,464 

5% 

$ 25,237 

17% 

- Credit  Card  (b) 

56,069 

21% 

46,189 

16% 

39,827 

44% 

- Information 
Management 

23,226 

(16%) 

27,717 

(1  1%) 

31,165 

21% 

- Telemarketing 

15,020 

90% 

7,916 

58% 

4,998 

6% 

- Health  Care  (c) 

16,456 

4% 

15,757 

33% 

11,810 

33% 

- Miscellaneous 

- 

- 

- 

(100%) 

430 

(70%) 

Subtotal 

$ 139,027 

12% 

$ 124,043 

9% 

$ 1 13,467 

26% 

Facilities 

Management 

- ARCO 

_ 

(100%) 

2,990 

(76%) 

12,410 

9% 

Total  Company 
Revenue 

$ 139,027 

9% 

$ 127,033 

1% 

$ 125,877 

24% 

(a)  Restated  due  to  a reclassification  of  certain  services  within  the  Cash  Manage- 
ment, Credit  Card,  and  Facilities  Management  business  segments. 


(b)  Includes  other  facilities  management  services  revenue  of  $6,350,000,  $5,953,000, 
and  $4,961,000  for  fiscal  1984,  1983,  and  1982,  respectively. 

(c)  Restated  to  include  the  results  of  Libra  Group,  Inc. 
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• NDC  management  attributes  fiscal  1984  revenue  changes  to  the  following 
factors; 

Cash  Management  Services'  revenue  increased  $1,792,000.  Transaction 
volume  accounted  for  $550,000  and  price  increases  were  $1,242,000. 

Credit  Card  Services'  revenue  increased  $9,880,000.  Transaction 
volume  increases  of  $1  1,289,000  were  partially  offset  by  price  reduc- 
tions. 

Information  Management  Services'  revenue  decreases  reflect  the 
decline  in  the  demand  for  timesharing  services. 

Telemarketing  Services'  revenue  increases  were  due  primarily  to  phone 
solicitation  contracts  with  AT&T. 

Health  Care  Data  Services'  revenue  increases  were  due  to  sales  of  the 
new  IBM  PC-XT-  and  PC-AT-based  Pharmacy  Management  System. 

Facilities  Management  Services'  revenue  is  no  longer  reported  as  a 
separate  business  segment  as  a result  of  the  termination  in  October 

1982  of  the  company's  facilities  management  agreement  with  the 
Atlantic  Richfield  Company  (ARCO)  in  connection  with  ARCO's 
discontinuance  of  its  credit  card. 

Miscellaneous  revenue  in  fiscal  1982  was  principally  from  the  sale  of 
equipment.  There  was  no  revenue  from  this  source  in  fiscal  1984  or 

1983  due  to  the  company's  decision  to  discontinue  this  activity. 

• Revenue  for  the  three  months  ending  August  31,  1984  was  $33.8  million,  a 1% 
increase  over  revenue  of  $33.3  million  for  the  same  period  in  1983.  Net 
income  for  the  period  declined  60%  from  $2.8  million  to  $1.1  million. 

NDC  management  attributed  these  results  primarily  to  a slower  than 
anticipated  rate  of  sales  of  new  cash  management  systems  and  the 
delivery  of  new  health  care  systems. 

• NDC  is  currently  organized  into  three  groups  as  follows: 

Corporate  Financial  Services  Group  includes  the  operations  of  Cash 
Management  and  Information  Management  Services. 

Retail  Services  Group  includes  the  operations  of  Health  Care  and 
Credit  Card  Services. 

Network  Resources  Group  primarily  includes  Telemarketing  Services 
and  Network  Resources  (credit  card  phone). 
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• NDC  subsidiaries  include  the  following: 

NDC  Federal  Systems,  Inc.,  headquartered  in  Rockville  (MD),  formed 
with  the  acquisition  of  Libra,  provides  professional  services  to  the 
federal  government  hospital  health  care  market. 

National  Data  Corporation  of  Canada,  Ltd.  (formerly  National 
Communications  & Data  Company,  Ltd.)  markets  cash  management, 
credit  card,  and  telemarketing  services  in  Canada.  This  subsidiary  is 
headquartered  in  Don  Mills,  Ontario. 

NDC  International,  Ltd.,  headquartered  in  London,  markets  cash 
management  services  throughout  Western  Europe. 

• NDC's  principal  competitors,  by  service  area,  include  the  following: 

Cash  management:  Automatic  Data  Processing,  Chemical  Bank,  and 

in-house  data  processing  centers. 

Credit  card  services:  First  Data  Resources  and  various  bank  associa- 
tions. 

Information  management:  Comshare,  Tymshare,  and  in-house  data 

processing  centers. 

Telemarketing:  Dial  America  and  regional  telephone  answering  firms. 
Health  care:  Three  PM  Inc.  (3PM)  and  PharmAssist. 


KEY  PRODUCTS  AND  SERVICES 


Approximately  86%  of  NDC's  total  fiscal  1984  revenue  was  derived  frorn  its 
various  processing  services,  7%  from  professional  services,  5%  from  facilities 
management,  and  2%  from  turnkey  systems. 

The  company's  Telemarketing  Services  segment  also  provides  direct 
sales  call  assistance  on  behalf  of  its  clients.  This  service  represented 
approximately  5.6%  of  fiscal  1984  revenue. 

Services  for  fiscal  1984  are  segmented  by  NDC  as  follows  ($  thou- 
sands): 


Cash  Management  Services 
Credit  Card  Services 
Information  Management  Services 
Telemarketing  Services 
Health  Care  Services 


Percent 
Revenue  of  Total 

$ 28,256  20% 

56,069  40 

23,226  17 

15,020  11 

16,456  12 

$139,027  100% 
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• Cash  Management  Services,  available  to  banks  and  their  corporate  customers, 
include  the  following: 

NDC's  Deposit  Reporting  Service  permits  electronic  concentration  of 
local  bank  deposits  from  an  organization's  remote  locations  into  central 
banks  for  accelerated  funds  availability. 

. Deposit  reports  are  compiled  and  transmitted  to  the  concen- 
tration bank  designated  by  the  customer  for  the  purpose  of 
initiating  funds  transfer  via  depository  transfer  checks  (DTCs) 
or  electronic  Automated  Clearing  House  debits. 

. The  same  data  is  also  transmitted  to  customer  management. 
This  service  accelerates  the  availability  of  cash  receipts, 
enforces  systematic  unit  reporting,  provides  audit  trails  for 
reconciliation,  and  provides  confidential  handling. 

. Approximately  3,000  customers  presently  use  this  service  and 
about  300  banks  market  this  service  to  their  customers. 

. In  April  1984  NDC  was  chosen  as  a subcontractor  to  the  Citizens 
and  Southern  National  Bank  (C&S)  to  serve  as  the  data  service 
facility  for  concentrating  $140  billion  in  federal  deposits  an- 
nually, as  part  of  a consortium  of  financial  service  firms 
selected  by  the  U.S.  Treasury  Department's  Bureau  of  Govern- 
ment Financial  Operations  (BGFO). 

Designated  depositories  enter  federal  agency  transfer  and 
deposit  information  into  NDC's  computer  network.  NDC 
then  submits  this  information  to  the  Automated  Clearing 
House  (ACH)  system  in  order  to  charge  most  depositories, 
develop  data  for  wire  transfers  for  depositors  unable  to 
meet  ACH  reporting  deadlines,  and  provide  a detailed 
accounting  to  BGFO  of  daily  transactions. 

The  initial  contract  for  these  services  is  five  years. 

. In  mid- 1983  NDC  was  designated  by  the  Farmers  Home  Admini- 
stration for  automated  concentration  services  to  be  imple- 
mented nationwide. 

Bank  Balance  Reporting  Services  enable  customers  of  participating 
banks  to  receive  daily  bank  balance  information  so  that  cash  manage- 
ment decisions  can  be  made  rapidly.  Approximately  5,000  banks 
participate  in  this  service,  involving  in  excess  of  7,500  corporate 
customers. 

NDC's  Money  Transfer  System  allows  corporate  customers  to  initiate 
wire  transfers  through  banks  by  terminals  located  at  the  customers' 
places  of  business.  Instructions  are  forwarded  by  terminal  to  the 
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sending  bank  for  immediate  processing.  Twenty-four  banks  currently 
subscribe  to  this  service. 

The  Information  Reporting  Service  provides  customers  with  daily  or 
other  periodic  consolidated  management  information  collected  from 
remote  locations,  such  as  data  on  sales,  payroll,  disbursements,  inven- 
tory, and  deposits.  Approximately  450  customers  currently  use  this 
service. 

NDC  also  offers  Foreign  Exchange  Reporting  as  a complement  to  its 
cash  management  services  in  the  international  area. 

. The  service  provides  immediate  and  current  exchange  rate 
information  for  various  foreign  currencies  in  addition  to  spot 
rate  information,  future  rate  prediction,  and  comparative  rate 
analysis  of  foreign  exchange  deposits  and  transactions. 

. Six  bank  customers  currently  subscribe  to  Foreign  Exchange 
Reporting. 

The  Cash  Management  Exchange'r  “ , introduced  in  1 980,  is  a cash 
management,  financial,  and  reporting  service  that  provides  for  the 
transmission  and  exchange  of  information  and  instructions,  both  to  and 
from  banks,  their  corporate  customers,  and  other  computers  via  NDC's 
on-line  network. 

. Financial  and  transactional  data  available  via  the  Cash 
Management  Exchange  includes  multibank  balance  and  account 
activity,  depository  transfer  information,  foreign  exchange  and 
money  market  rates,  and  securities  transaction  reporting. 

. The  Cash  Management  Exchange  receives  financial  information 
from  more  than  5,000  banks  in  46  countries  and  provides  finan- 
cial information  to  some  7,500  corporations.  Approximately  71 
banks  currently  subscribe  to  the  service. 

. Seven  of  the  ten  largest  Japanese  banks  currently  subscribe  to 
the  Cash  Management  Exchange.  These  banks  are  serviced  by 
the  company's  Tokyo  branch. 

NDC  offers  NETS^  “ (Network  for  Electronic  Transactions)  primarily  to 
bank  customers.  NETS  is  a distributed  processing  network  based  on 
Tandem  NonStop  computers  that  allows  banks  to  provide  advanced 
financial  services  to  large  corporations  and  to  the  middle,  retail,  and 
consumer  (personal  computer)  markets  by  linking  microcomputers  and 
terminals  with  NDC's  network.  Approximately  250  corporations  are 
using  the  NETS  system  through  subscribing  banks. 

In  early  1983  NDC  introduced  the  Treasury  Manager  System,  an  IBM 
PC-based  decision  support  system  for  treasury  functions  that  can  also 
be  used  to  access  NDC's  Cash  Management  Exchange  network. 
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. Software  modules  are  available  to  assist  the  corporate  treasurer 
in  determining  net  cash  positions,  analyzing  debt  and  investment 
levels,  forecasting  cash,  and  providing  cash  ledger  and  general 
ledger  data. 

. NDC  provides  marketing  support,  training,  installation, 
customer  service,  and  maintenance  for  the  system. 

. Prices  range  from  $8,000  to  $20,000  for  the  average  hardware 
and  software  configuration,  plus  ongoing  usage  fees.  Existing 
IBM  PC  users  can  also  license  the  software  separately. 

. In  March  1984  NDC  reached  an  agreement  with  Security  Pacific 
National  Bank  to  supply  them  with  1,600  Treasury  Manager 
Systems  to  be  install^  in  their  customers'  offices  over  the  next 
24  to  36  months. 

NDC  provides  timesharing  through  an  arrangement  with  GEISCO  in 
connection  with  some  of  its  cash  management  services.  The  time- 
sharing capability,  which  is  also  offered  through  NDC's  own  network, 
allows  each  customer  to  store  data  and  obtain  reports  that  meet  their 
specifications. 

The  Cash  Management  Academy^  was  established  by  NDC  in  1982  to 
offer  instruction  to  corporate  and  banking  clients  in  the  area  of  cash 
management  theory  and  techniques. 

• Credit  Card  Services  include  credit  card  charge  authorization,  card  proces- 
sing, and  remittance  processing  for  both  bank  and  private  label  card  plans. 

NDC's  credit  card  authorization  services  are  presently  being  used  by 
over  176  financial  institutions  in  the  U.S.  and  Canada  that  issue 
MasterCard  and  VISA  cards. 

. NETS^  (National  Electronic  Transaction  Service)  is  NDC's 
nationwide  electronic  point-of-sale  authorization  service  for 
both  credit  cards  and  checks.  Credit  requests  are  transmitted 
from  the  merchant  to  NDC  through  the  merchant's  terminal,  and 
the  credit  authorization  is  then  relayed  to  the  terminal  by 
electronic  display  or  audio  response. 

The  service  is  also  capable  of  supporting  additional 
applications  such  as  NDC's  deposit,  information,  and 
balance  reporting  services,  and  other  cash  management 
services. 

Approximately  116  financial  institutions  are  presently 
using  NDC's  electronic  point-of-sale  authorization 
systems. 
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. Credit  authorization  is  also  provided  by  telephone  voice  and 
audio  response  authorization  services. 

NDC  maintains  seven  regional  voice  centers  that  are 
staffed  24  hours  a day,  seven  days  a week. 

Audio  response  authorization  employs  computer-synthe- 
sized voice  responses  to  credit  inquiries. 

The  Total  System"^  , is  an  on-line  credit  carding  authorization  and 
billing  system  jointly  offered  by  NDC  and  a Columbus  Bank  and  Trust 
Company  affiliate. 

. The  Columbus  affiliate  provides  the  credit  card  billing  and 
merchant  accounting  portion  of  the  service,  and  NDC  provides 
the  authorization  and  data  entry  components. 

. The  system  can  process  both  MasterCard  and  VISA  credits  for 
the  same  customer. 

. A total  of  73  banks,  credit  unions,  and  savings  and  loan  associa- 
tions currently  use  the  system. 

NDC  provides  credit  card  processing  services  to  59  clients  through  its 
data  entry  service. 

Remittance  processing  services  provided  by  NDC  include  depositing 
payments  to  a customer-designated  account  and  providing  same-day 
accounts  receivable  updates  and  summary  reports.  There  are  currently 
23  customers  using  this  service. 

NDC  also  provides  credit  card  programs  for  airlines  and  petroleum 
companies  to  support  their  private  label  credit  cards,  including  devel- 
oping software  and  implementing  total  systems  on  a turnkey  basis. 

In  September  1983  NDC  introduced  the  Electronic  Data  Capture  Point- 
of-Sale  System,  offering  merchants  positive  balancing  at  the  point-of- 
sale,  prior  to  depositing. 

. The  system  is  delivered  by  either  dial-up  terminals  or  electronic 
cash  register  interfaces  and  operates  in  conjunction  with  NDC's 
NETS  point-of-sale  authorization  system. 

. The  system  also  provides  for  the  storage  and  retrieval  of  sales 
tickets  and  daily  activity  reporting  by  store  location. 

. There  are  currently  four  top  retailers,  representing  over  5,000 
locations,  using  the  system. 
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In  early  1984  NDC  entered  the  public  credit  card  telephone  market  by 

providing  turnkey  systems  and  transaction  processing  services. 

. The  turnkey  system  will  provide  the  telephone  customer  with 
step-by-step  audio  instructions  on  how  to  complete  calls.  The 
system  completes  computations  involving  call  routing,  call 
length,  and  credit  card  identification  necessary  for  appropriate 
billing. 

. NDC  is  in  the  process  of  negotiating  an  agreement  with  a large 
nationally  known  manufacturer  of  public  telephone  terminals  to 
be  included  as  part  of  NDC's  total  system  offering. 

• Information  Management  Services  provided  include  interactive  remote 
computing,  data  base,  graphics,  and  microcomputer-based  processing  ser- 
vices. There  are  currently  more  than  525  customers. 

This  division  was  created  during  fiscal  1982  in  connection  with  NDC's 

acquisition  of  Rapidata,  Inc. 

Applications  available  on  the  network  are  shown  in  the  exhibit. 

. Financial  planning  and  control  applications  perform: 


Capital  budgeting  and  asset  management. 

Performance  analysis  and  measurement. 

Consolidated  financial  reporting  and  analysis. 

Financial  forecasting  and  budgeting. 

Merger  and  acquisition  analysis. 

Banking  and  investment  management  services  provide  banks, 
investment  firms,  and  corporate  portfolio  managers  with  accu- 
rate financial  data  and  administration  and  reporting  systems  for: 

Asset  liability  management. 

Portfolio  accounting  and  management. 

Branch  performance  reporting. 

Consolidations  and  multiyear  planning. 

Account  profitability  analysis. 

Market  planning  and  control  services  provide  analysis,  reporting, 
graphic,  and  modeling  capabilities,  including: 

Sales  forecasting  and  analysis. 

Product  planning  and  pricing. 

Site  selection. 

Market  simulation. 

Media  allocation. 

Market  share  analysis. 
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EXHIBIT 

INFORMATION  MANAGEMENT  SERVICES  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- DEC  10/70,  10/90S,  2020s,  TOPS-10  OS 

- HONEYWELL  437s,  CUSTOM  OS 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- ASSEMBLER 

- BASIC 

- COBOL 

- FORTRAN 

- PL/1 

• DATA  MANAGEMENT  SOFTWARE 

- DBMS-10 

- PROBE 

- X2C 

- XPLOR 

- ACCENT  R 

• DATA  MANAGEMENT  AND  REPORTING 
SYSTEMS 

- RAPIDTAB 

- RIPS 

• DATA  BASES  AVAILABLE 

- BALANCE  OF  PAYMENTS 

- BAMACS  (BANK  OF  AMERICA  MONEY 
AND  CREDIT  STATISTICS) 

- BONDS  (OTC  BOND  MARKET) 

- CITIBASE  (CITIBANK  ECONOMIC  DATA 
BASE) 

- CITIBASE-WEEKLY  (MONEY  SUPPLY 
STATISTICS) 

- CITIBANK  FORECAST  DATA  BASE 

- FEDERAL  RESERVE  BANK  OF 
SAN  FRANCISCO  (FLOW  OF  FUNDS) 

- IFS  (INTERNATIONAL  FINANCIAL 
STATISTICS) 

- MARKET  STATISTICS -DEMOGRAPHIC 
DATA  BASE 

- NBER  (NATIONAL  BUREAU  OF  ECONOMIC 
RESEARCH  FINANCIAL  DATA  BASE) 

- RAPIDQUOTE  II  (SECURITIES  DATA  BASE) 

- VALUELINE 

- ZIP  CODE  DEMOGRAPHIC  DATA  BASE 

- TELERATE  II  (DOMESTIC  AND  INTER- 
NATIONAL HISTORICAL  DATA  BASES) 

- FINSTAT  (CORPORATE  FINANCIAL 
STATEMENT) 

- CONFERENCE  BOARD  (ECONOMIC  TIME 
SERIES) 

- DRENNAN-CHR  NEW  YORK  REGIONAL 
ECONOMIC  DATA  BASE 


APPLICATION  AREA/PRODUCT  NAME 

• FINANCIAL  APPLICATIONS/TOOLS 

- CAPBUD  (CAPITAL  BUDGETING) 

- CPFA  (CAPITAL  PROJECT  FINANCING 
ANALYSIS) 

- CPTRAC  (CAPITAL  TRACKING) 

- CASH  FLOW  ANALYSIS 

- CASH  MANAGEMENT  SYSTEM 

- CLIENT  GENERAL  LEDGER 

- FISCAL  (FINANCIAL  MODELING 
LANGUAGE) 

- MONITAUR:  PORTFOLIO  MANAGEMENT 
SYSTEM 

- TITAN 

- ZBB  (ZERO-BASED  BUDGETING) 

- FUTURECASH  (FINANCIAL  MANAGEMENT 
FOR  BANKS) 

- FDMS  (FINANCIAL  DATA  MANAGEMENT 
SYSTEM) 

- SECURITIES  TIMING  ANALYSIS  PROGRAMS 

• GRAPHICS 

- GRAPHICS 

- GRAPHS 

- PROBE  GRAPHICS 

• TELEPHONE  COMPANY  APPLICATIONS 

- ANALIT  (ANALYSIS  OF  LINE  INSULATION 
TESTS) 

- ESS  CUTOVER  (CENTRAL  OFFICE 
CUTOVER  ANALYSIS) 

- FADS  (FORCE  ADMINISTRATION  SYSTEM) 

- TOUR  (TOUR  SCHEDULING) 

• OTHER  KEY  PRODUCTS 

- BACKGROUND-10 

- RAPIDVOICE 

- RAPIDLINK 

- SPSS- 10 

- SXU,  DXU 

- HUMAN  RESOURCES  INFORMATION 
SYSTEM 

- STATE  SPACE  FORECASTING  (TIME 
SERIES  FORECASTING) 

- RITE  (INTERACTIVE  TEXT  EDITOR) 

- RID  (INTERACTIVE  DEBUGGER) 
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. Money  management  services  used  by  treasurers  in  medium-  and 
large-size  corporations  include; 

Balance  and  disbursement  reporting. 

Float  and  cash  forecasting. 

Deposit  concentration  and  lockbox  reporting. 

Anticipatory  drafting. 

Key  proprietary  software  applications  include  the  following: 

. FISCAL,  a financial  modeling  language  for  preparation  of  finan- 
cial statements,  plans,  and  analyses. 

. PROBE®  , an  analysis,  forecasting,  and  reporting  language  for 
time  series  and  cross-sectional  data. 

. GRAPHICS,  available  on  the  network  and  as  a software  package, 
produces  charts,  graphs,  plots,  histograms,  and  other  display 
formats.  The  software  runs  on  DECSYSTEM-IO  and  -20  equip- 
ment and  licenses  for  $25,000. 

The  MicroService  links  microcomputers  at  customer  locations  with 
NDC  mainframes. 

. In  August  1983  NDC  announced  the  CALC-PLUS  ^ Service, 
linking  users  of  VisiCalc  and  SuperCalc  to  NDC's  remote-access 
host  computers  and  permitting  them  to  use  NDC's  decision 
support  software,  network  services,  and  data  communications 
capabilities. 

. In  August  1983  NDC  announced  it  had  entered  into  a joint 
venture  with  Mini-Systems  Institute  of  Orange  (NJ)  to  provide 
educational  microcomputer  workshops  to  the  business  com- 
munity. 

. In  June  1983  the  division  announced  the  Community  Bank  Work- 
station, a line  of  microcomputer-based  applications  software  for 
the  IBM  PC  and  NorthStar  Advantage;  it  is  targeted  to  small- 
and  medium-sized  ($10-200  million  in  assets)  community  banks. 
Applications  are  available  for  Spread  Analysis  and  Planning,  Due 
from  Banks  Control,  Safe  Deposit  Reporting,  and  Loan  Excep- 
tion Reporting.  Packages  range  in  price  from  $1,500  to  $3,500. 

. Other  MicroService  offerings  include  configuration  and  software 
consulting,  turnkey  applications  development,  and  a microcom- 
puter rental  program. 

In  August  1983  NDC  entered  into  a new  three-year  service  agreement 
with  the  New  York  Telephone  Company  to  provide  dedicated  processing 
and  programming  services  on  large-scale  DEC  equipment.  The  con- 
tract is  valued  at  over  $17  million. 
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Telemarketing  Services  are  provided  to  retailers  and  advertisers  who  market 
their  products  by  television  and  newsprint  advertising,  direct  response  mail, 
and  catalogs  to  the  "shop  at  home"  buyer.  A broad  range  of  services  are 
available  24  hours  a day,  seven  days  a week. 

In  connection  with  its  Merchandise  Ordering  Services,  NDC  operators 
answer  the  phone  in  the  client's  name,  take  the  order,  enter  the  order 
in  a central  data  base,  and  provide  the  client  with  a complete  order 
record  at  the  end  of  each  day.  NDC  can  prepare  and  deliver  orders 
using  the  client's  own  order  and  report  forms,  and  can  provide  credit 
card  authorization  for  the  caller  at  the  time  the  order  is  placed. 

In  1983  NDC  was  awarded  a contract  by  AT&T  to  process 
customer  postal  solicitations  relating  to  the  purchase  of  cur- 
rently leased  telephone  equipment.  The  contract  contributed 
approximately  $2  million  to  fiscal  1984  revenue. 

Merchandise  Marketing  and  Market  Analysis  Services  provide  the  client 
with  information  on  television  advertising  effectiveness.  Associated 
consulting  services  are  also  available. 

Dealer  Locator  Services  direct  the  telephone  caller  to  the  nearest 
location  for  a specific  product  or  service. 

During  fiscal  1984  NDC  expanded  its  telemarketing  services  to  Include 
direct  telephone  sales  on  behalf  of  its  clients.  A major  user  of  these 
services  is  AT&T. 

Other  services  include; 

. Dedicated  out-WATS  solicitation  projects. 

. Consulting  and  fund  raising  programs. 

NDC  has  regional  telemarketing  centers  located  in  Reno  (NV),  Lombard 
(IL),  Toronto,  Cherry  Hill  (NJ),  Miami,  and  two  in  Atlanta,  equipped 
with  over  1,000  computerized  operator  positions. 

NDC's  Health  Care  Services  Division  provides  processing  services  and  turnkey 
systems  for  pharmacy  management  and,  as  a result  of  the  Libra  Group  acqui- 
sition, offers  professional  services  (primarily  to  the  federal  government). 

NDC's  primary  health  care  product  is  the  DataStat®  family  of 
Pharmacy  Management  Systems. 

. The  on-line  DataStat  system  provides  access  to  central  NDC 
mainframes  through  Data  General  minicomputer  interfaces  and 
ADDS  remote  terminals  located  at  customer  sites.  Over  100 
clients  now  access  NDC's  network  for  on-line  health  care  pro- 
cessing services.  Most  of  these  customers  are  converting  to  the 
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NDC  IBM  PC-AT  system  os  the  retail  pharmacy  on-line  system 
is  being  discontinued. 

. DataStat  enables  the  pharmacist  to  maintain  patient  profiles 
and  to  perform  prescription  processing  and  screening,  drug 
interaction  analysis,  private  and  third-party  billing,  pricing, 
price  updating,  inventory  control,  drug  reordering,  accounts 
receivable,  and  claims  processing.  Workload  and  utilization 
reports  are  also  produced. 

. The  DataStat  product  line  includes  systems  for  independent 
retail  pharmacies,  pharmacy  chains,  and  pharmacies  serving 
nursing  homes,  health  maintenance  organizations  and  clinics, 
long-term  and  acute-care  hospitals,  and  government-operated 
pharmacies. 

DataStat-PC,  introduced  in  1983,  is  an  IBM  PC-XT-  or  AT-based  turn- 
key system  designed  for  small-  to  medium-sized  pharmacy  users. 

. NDC's  initial  DataStat-PC  product  was  designed  for  the  retail 
pharmacy.  Versions  for  nursing  homes  and  hospitals  are  also 
available. 

. DataStat-PC  is  priced  at  $1  1,995,  including  hardware,  software, 
and  10  megabytes  of  IBM  Winchester  disk.  Options  permit 
interaction  with  TEC-America  point-of-sale  terminals. 

. DataStat-PC  fills,  refills,  and  prices  prescriptions;  maintains 
patient  profiles;  processes  third-party  claims;  and  prepares 
management  reports.  A communications  interface  allows  access 
to  NDC's  network  for  price  updating,  data  base  updating,  and 
third-party  billing  functions. 

. NDC  announced  during  the  first  quarter  of  fiscal  1985  that, 
because  of  the  strong  acceptance  of  DataStat-PC  by  retail 
pharmacies,  it  was  discontinuing  its  on-line  processing  service  to 
this  market  segment.  The  company  expects  most  of  the  current 
on-line  customers  will  convert  to  the  micro-based  product. 

DataLink’’’ “ , for  large  drugstore  chains,  is  a payment  systems  inter- 
face between  DataStat  and  NDC's  credit  card  authorization  and  check 
guarantee  network.  A cash  management  interface  allows  the  pharmacy 
system  to  use  NDC's  cash  reporting  and  financial  services. 

NDC  Federal  Systems,  Inc.,  formed  with  the  acquisition  of  Libra 
Group,  contributed  approximately  $6.3  million  to  NDC's  fiscal  1984 
revenue.  This  subsidiary  provides  professional  services  for  health  care 
applications,  primarily  to  federal  government  agencies. 
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. Services  include: 

Requirements  analysis. 

Facilities  planning. 

Site  engineering. 

Systems  design,  including  distributed  systems  and  data 
base  management  systems. 

Hardware  and/or  software  selection,  procurement,  and 
installation. 

Facilities  management,  on  the  clients'  equipment,  at  the 
clients'  sites. 

Approximately  57%  of  fiscal  1984  Health  Care  Services  revenue  was 
derived  from  agencies  of  the  federal  government. 

• Facilities  management  services  revenue  (reported  in  the  Credit  Card  Services 
business  segment)  was  $6.4  million  in  fiscal  1984. 

NDC  has  facilities  management  agreements  with  major  airline  and  oil 
companies  under  which  NDC  manages  and  operates  the  complete  credit 
card  programs  for  these  companies.  Services  include  new  account 
processing;  credit  and  collection;  customer  billing;  remittance  proces- 
sing; accounts  receivable  accounting;  preparation  of  management 
information  and  statistical  reports;  and  other  related  administrative 
services. 

INDUSTRY  MARKETS 

• A majority  of  NDC's  fiscal  1984  revenue  was  derived  from  the  banking  and 
finance  and  retail  industry  sectors.  The  remainder  of  revenue  was  derived 
from  petroleum,  medical,  airlines,  and  telephone  industry  clients  and  the 
federal  government. 

GEOGRAPHIC  MARKETS 

• Approximately  98%  of  NDC's  fiscal  1984  revenue  was  derived  from  the  U.S. 
The  remaining  2%  was  derived  from  Canada,  Japan,  and  Europe. 

• U.S.  branch  offices  are  located  in  Ann  Arbor,  Boston,  Cherry  Hill  (NJ), 
Lombard  (IL),  Dallas,  Fairfield  (NJ),  Los  Angeles,  Miami,  New  York  City, 
Reno  (NV),  Rockville  (MD),  San  Francisco,  and  Tulsa. 

• Foreign  offices  are  located  in  England,  Germany,  Italy,  Japan,  Sweden,  and 
Toronto. 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• NDC  operates  the  following  equipment: 

At  its  headquarters  in  Atlanta  and  in  communications  centers  located 
in  Cherry  Hill  (NJ),  Lombard  (IL),  Boston,  Miami,  Reno,  and  Toronto; 

. 3 Univac  I I00/80s,  I 100  OS. 

. 4 Univac  494s,  Omega. 

8 DECSYSTEM- 1 Os,  TOPS- 1 0. 

. 32  Data  General  ECLIPSE  S/ 1 30s. 

4 DEC  PDP-I  l/40s,  IAS. 

15  DEC  PDP- 1 1 /34s. 

. 2 Tandems. 

At  the  Information  Management  Services'  Fairfield  (NJ)  data  center: 

. 6 Honeywell  437s,  custom  operating  system. 

1 DECSYSTEM- 1 0/70,  TOPS- 1 0. 

7 DECSYSTEM- 1 0/90s,  TOPS- 1 0. 

2 DECSYSTEM-2020S. 

. 8 DEC  PDP-I  Is  (used  as  front-end  processors). 

At  NDC  Federal  Systems'  Rockville  data  center. 

. 1 Harris  300,  Virtual  Operating  System. 

I DEC  PDP-I  1/34,  MUMPS. 

I DEC  PDP-I  1/24,  MUMPS. 

. I Data  General  350,  AOS,  AOS/VS. 

I Data  General  MV/8000,  AOS,  AOS/VS. 

. I Burroughs  1955,  MCP. 

I Altos  ACS  8000-12. 

• In  addition,  NDC  installs  DEC  PDP-I  I /34s  and  - I I /70s,  Data  General  Eclipse 
S/130s  and  S/230s,  and  Texas  Instruments  990  series  minicomputers  in  support 
of  its  services. 

• NDC's  communications  network  uses  leased  lines,  satellite.  Telenet,  WATS, 
foreign  exchange,  Comshare,  and  GEISCO.  Toll-free  or  local  telephone 
numbers  serving  75  major  cities  are  available. 

Information  Management  Services'  network  can  be  accessed  via 
RAPIDNET  (a  teleprocessing  network  that  is  used  in  conjunction  with 
TYMNET);  WATS  and  FX  lines;  or  TELEX. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  NOVEMBER  1982 


NATIONAL  DATA  CORPORATION 
One  National  Data  Plaza 
Corporate  Square 
Atlanta,  GA  30329 
(404)  329-8500 


L.  C.  Whitney,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees;  2,100 
Total  Revenue,  Fiscal  Year  End 
5/31/83;  $119,949,000 


NATIONAL  DATA  CORPORATION  (NDC) 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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A revenue  breakdown  by  service  area  follows: 


NDC 

REVENUE  FROM  OPERATIONS,  BY  SERVICE 
($  thousands) 


Percent 
Increase 
(Decrease) 
From  Pre- 
5/83  vious  Year 


Percent 
Increase 
(Decrease) 
From  Pre- 
5/82  (a)  vious  Year 


Percent 
Increase 
(Decrease) 
From  Pre- 
5/81  (a)  vious  Year 


Data  Processing 
Services 


- Cash  Management 

$ 32,371 

5% 

$ 30,856 

25% 

$ 24,696 

41% 

- Credit  Card 

34,329 

17% 

29,247 

45% 

20,166 

32% 

- Information  Management 

27,717 

(11%) 

31,165 

21% 

25,81 1 

5% 

- Telemarketing  (b) 

7,916 

58% 

4,998 

6% 

4,718 

(8%) 

- Health  Care 

8,673 

39% 

6,258 

53% 

4,082 

30% 

- Miscellaneous 

- 

(100%) 

430 

(70%) 

1,455 

58%  ^ 

Subtotal 

$111,006 

8% 

$ 102,954 

27% 

$ 80,928 

22%  ^ 

Facilities  Management 

- ARCO 

$ 2,990 

(76%) 

$ 12,410 

9% 

$ 11,349 

2% 

- Other 

5,953 

20% 

4,961 

17% 

4,242 

25% 

Subtotal 

$ 8,943 

(49%) 

$ 17,371 

11% 

$ 15,591 

8% 

Total  Company  Revenue 

$ 119,949 

0% 

$ 120,325 

25% 

$96,519 

19% 

(a)  Restated  due  to  a reclassification  of  certain  services  within  the  Cash  Management,  Credit  Card,  Infor- 
mation Management,  and  Other  Facilities  Management  business  segments. 

(b)  Formerly  Merchandising  Data  Services. 


SOURCE  OF  REVENUE 


• An  estimated  90%  of  NDC's  total  fiscal  1983  revenue  was  derived  from  its 
various  processing  services,  7%  from  facilities  management,  2%  from  turnkey 
systems,  and  less  than  1%  from  professional  services.  The  company's  Tele- 
marketing Services  segment  began  providing  direct  sales  call  assistance  on 
behalf  of  its  clients  in  late  fiscal  1983.  INPUT  estimates  that  this  activity 
contributed  an  insignificant  percentage  of  revenue. 
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Services  for  fiscal  1983  are  segmented  by  NDC  as  follows: 


Revenue  Percent 

($  thousands)  of  Total 


Cash  Management  Services 

$ 32,371 

27% 

Credit  Card  Services 

34,329 

29 

Information  Management  Services 

27,717 

23 

Telemarketing  Services 

7,916 

7 

Health  Care  Services 

8,673 

7 

Facilities  Management  Services 

8,943 

_7 

$ 119,949 

100% 
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COMPANY  HIGHLIGHT 


NATIONAL  DATA  CORPORATION 

One  National  Data  Plaza 
Corporate  Square 
Atlanta,  GA  30329 
(404)  329-8500 


L.C.  Whitney,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees;  2,458 
Total  Revenue,  Fiscal  Year  End 
5/31/82;  $120,325,000 


THE  COMPANY 

• National  Data  Corporation  (NDC)  was  incorporated  in  1967  in  Delaware  to 
provide  specialized  data  processing  and  facilities  management  services.  NDC 
provides  cash  management,  credit  card,  merchandising,  health  care,  and 
Information  management  processing,  and  professional  services.  Its  facilities 
management  services  include  all  phases  of  credit  card  billing,  from  credit 
approval  through  collections. 

• NDC's  fiscal  1982  revenue  increased  25%  to  $120.3  million  from  $96.5  million 
in  1981.  Net  income  rose  38%  to  $1  1.2  million  from  $8.1  million  during  the 
same  period.  Five  years  of  financial  data  follow; 


NDC 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


YEAR 

ITEM 

5/82 

5/81 

5/80 

5/79 

5/78 

Revenue  (a) 

$ 1 20,325 

$96,519 

$81,050 

$68,321 

$57,027 

. Percent  increase 
from  previous  year 

25% 

19% 

19% 

20% 

- 

Income  before  taxes  (b) 

$ 18,967 

$ 14,019 

$ 1 1,281 

N/A 

N/A 

. Percent  increase 
from  previous  year 

Net  income  (b) 

35% 

$ 11,224 

24% 

$ 8,140 

$ 6,827 

N/A 

N/A 

. Percent  increase 
from  previous  year 

Earnings  per  share  (b) 

38% 

$ 1.00 

19% 

$ 0.74 

$ 0.63 

$ 0.50 

$ 0.39 

. Percent  increase 
from  previous  year 

35% 

17% 

26% 

28% 

- 

(a)  Financials  have  been  restated  to  account  for  the  acquisition  of  Rapidata,  Inc. 
on  a pooling-of-interests  basis. 

(b)  Restated  to  conform  with  the  Financial  Accounting  Standards  Board  Statement 
//43  relating  to  the  accrual  of  vacation  pay. 
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Approximately  $2  million  was  spent  for  research  and  development  in 
fiscal  1982. 

• NDC  management  expects  fiscal  1983  earnings  per  share  of  $1.00  to  $1.10  on 
revenue  of  $126  million.  Data  Processing  Services  are  expected  to  grow  10% 
to  12%  to  $1 15  million,  or  91%  of  revenue.  Facilities  management  will  con- 
tribute the  remaining  9%  of  revenue,  declining  from  15%  of  revenue  in  fiscal 
1982  due  to  loss  of  revenue  from  a discontinued  contract  with  the  Atlantic 
Richfield  Company  (ARCO). 

The  loss  of  revenue  from  ARCO,  which  is  expected  to  fall  from  $12.4 
million  in  fiscal  1982  to  approximately  $3  million  in  fiscal  1983,  is 
responsible  for  the  below-trend  growth  In  revenue  and  earnings.  Long- 
term growth  is  anticipated  to  be  20%  to  25%. 

• Major  NDC  business  segments  include  Financial  Services  and  Systems  (Cash 
Management  and  Credit  Card  Services),  Information  Systems  (Information 
Services-Rapidata  and  Merchandising  Data  Services),  Health  Care  Data  Ser- 
vices, and  Facilities  Management  Services. 

• Recent  NDC  acquisitions  include; 

In  July  1981  NDC  acquired  for  $3.2  million  the  financial  timesharing 
software,  DEC- 10  equipment  and  the  associated  customer  base  of  the 
Applied  Logic/International  Computer  Services  division  of  Raytheon 
Service  Company  for  $3.2  million.  A remote  computing  firm  located  in 
Boston,  Applied  Logic  had  estimated  revenue  of  $3.5  million  in  1980 
and  now  operates  as  part  of  NDC's  Rapidata  Division. 

On  December  31,  1981,  NDC  acquired  Rapidata  Inc.  for  stock  valued  at 
approximately  $24.3  million.  NDC  exchanged  1,278,781  of  its  common 
shares  for  the  more  than  1.5  million  shares  outstanding  of  Rapidata  at 
a rate  of  0.8  share  of  NDC  for  each  share  of  Rapidata. 

. Rapidata  is  a remote  computing  and  professional  services  firm 
headquartered  in  Fairfield  (NJ).  Rapidata  specializes  in  corpor- 
ate cash  management,  banking,  statistical,  and  financial  appli- 
cations and  data  bases.  Revenue  for  Rapidata's  fiscal  year  end, 
December  1981,  was  $23.9  million. 

. In  March  1982  NDC  merged  its  Network  Services  Division  with 
Rapidata  to  form  the  Rapidata  Division.  The  new  division  and 
NDC's  Merchandising  Services  operation  form  the  new  Informa- 
tion Systems  Group. 

• NDC  subsidiaries  include: 

National  Billing  Systems,  Inc.,  located  in  Atlanta,  which  is  responsible 
for  NDC's  facilities  management  contract  with  ARCO. 
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National  Communications  & Data  Company,  Ltd.,  NDC's  Canadian 
operation  located  in  Don  Mills,  Ontario. 

NDC  International,  Ltd.,  located  in  London. 

• A revenue  breakdown  by  service  area  follows; 

NDC 

REVENUE  FROM  OPERATIONS,  BY  SERVICE 
($  thousands) 


5/82 

Percent 
Increase 
(Decrease) 
From  Pre- 
vious Year 

5/81 

Percent 
Increase 
(Decrease) 
From  Pre- 
vious Year 

5/80 

Percent 
Increase 
(Decrease) 
From  Pre- 
vious Year 

Data  Processing 
Services 

- Cash  Management 

$ 

29,466 

26% 

$23,391 

42% 

$ 16,448 

20% 

- Credit  Card 

$ 

28,961 

45% 

$ 19,905 

30% 

$ 15,281 

22% 

- Information  Services 

$ 

32,555 

20% 

$27,1 16 

6% 

$25,686 

11% 

- Merchandising 

$ 

4,998 

6% 

$ 4,718 

(8%) 

$ 5,119 

61% 

- Health  Care 

$ 

6,258 

53% 

$ 4,082 

30% 

$ 3,128 

165% 

- Miscellaneous 

$ 

430 

(70%) 

$ 1,455 

58% 

$ 918 

6% 

Subtotal 

$ 

102,668 

$ 80,667 

$ 66,580 

Facilities  Management 

- ARCO 

$ 

12,410 

9% 

$1 1,349 

2% 

$11,075 

(1%) 

- Other 

$ 

5,247 

17% 

$ 4,503 

33% 

$ 3,395 

46% 

SubTotal 

$ 

17,657 

$ 15,852 

$ 14,470 

Total  Company  Revenue 

$ 

120,325 

$96,519 

$81,050 

• NDC  management 

attributes  the  25% 

increase 

in  fiscal  1982  revenue 

to 

increases  among  the  various  services: 

Cash  Management  and  Credit  Card  Services  revenue  increases  were 
due  to  growth  in  transaction  volume  and  price  increases. 
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Information  Services  revenue  increased  20%  as  a result  of  the  Applied 
Logic/International  Computer  Services  acquisition,  which  contributed 
$2.4  million  in  fiscal  1982  revenue  and  growth  In  both  customer  base 
and  usage. 

Merchandising  Data  Services  revenue  increased  6%  in  fiscal  1982.  A 
21%  growth  in  revenue  from  telephone  answering  transactions  was 
offset  by  the  discontinuance  of  a national  quotation  service  by  a stock 
brokerage  customer. 

Health  Care  Data  Services  revenue  growth  of  53%  was  the  result  of 
new  customer  installations. 

Miscellaneous  revenue,  principally  from  the  sale  of  computer  equip- 
ment and  software,  decreased  70%  due  to  NDC's  decision  to  discon- 
tinue this  activity. 

Facilities  Management  Services  revenue  increased  I 1%,  primarily  from 
services  provided  to  ARCO.  Increased  volume  from  other  petroleum 
companies  also  contributed  to  growth. 

• In  May  1982  NDC  had  2,458  employees.  The  company  reduced  that  number 
when  it  discontinued  its  contract  with  ARCO.  There  are  currently  2,215 
employees,  divided  as  follows: 


Marketing/sales  202 

Software  services/customer  support  109 

Computer  operations  and  communications  1 ,454 

General  and  administrative  450 


2,215 

• NDC  considers  its  principal  competitors  to  be  Automatic  Data  Processing, 
Chemical  Bank  of  New  York  (BankLink),  First  Data  Resources,  Three  PM, 
PharmAssist,  HealthCom,  and  credit  card  associations. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  82%  of  NDC's  total  fiscal  1982  revenue  is  derived  from  its 
various  processing  services,  15%  from  facilities  management,  2%  from  profes- 
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sional  services,  and  1%  from  turnkey  systems.  Services  for  fiscal  1982  ore 
segmented  approximately  as  follows: 


Cash  Management  Services 
Credit  Card  Services 
Information  Services 
Merchandising  Services 
Health  Care  Services 
Miscellaneous 

Facilities  Management  Services 


Percent  of 

Revenue 

Revenue 

($  thousands) 

25% 

$ 29,466 

24 

28,961 

27 

32,555 

4 

4,998 

5 

6,258 

- 

430 

15 

17,657 

100% 

$120,325 

• Cash  Management  Services  available  from  NDC  consist  of  bank  deposit  and 
balance  reporting,  money  transfer  and  information  reporting,  remittance 
processing,  short-term  cash  planning,  and  portfolio  analysis. 

NDC's  Deposit  Reporting  Service  permits  electronic  concentration  of 
local  bank  deposits  from  an  organization's  remote  locations  into  central 
banks  for  accelerated  funds  availability.  Reports  provide  daily 
management  information  on  unit  activities  and  cash  flow.  The  service 
is  used  by  over  2,500  corporate  clients  with  over  150,000  dispersed 
locations,  concentrating  funds  into  over  160  U.S.  and  Canadian  banks. 

. Banks  have  on-line  access  to  the  deposit  concentration  data  in 
Depository  Transfer  Check  or  Automated  Clearing  House  debit 
format. 

. Deposit  reporting  is  also  used  to  automate  the  movement  of 
funds  from  personal  bank  accounts  to  money  market  funds. 

. In  September  1982  NDC  received  a multiyear,  several  million 
dollar  contract  to  provide  deposit  reporting  services  to  approxi- 
mately 10,000  U.S.  post  office  branches,  allowing  the  postal 
service  to  concentrate  over  $100  million  of  funds  daily  into  I I 
regional  banks. 

Bank  balance  reporting  enables  customers  of  participating  banks  to 
receive  dally  bank  balance  information  so  that  cash  management 
decisions  can  be  made  rapidly.  Approximately  1,500  banks  use  this 
service  to  report  balances  for  over  4,0OO  corporations. 

NDC's  Money  Transfer  System  allows  the  financial  staff  of  a corpora- 
tion to  initiate  an  instruction  through  the  banking  system  to  transfer 
funds.  Instructions  are  forwarded  by  terminals  located  at  the  custom- 
ers' places  of  business  to  the  sending  bank  for  immediate  processing. 
Thirteen  banks  currently  subscribe  to  this  service. 
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Information  reporting  provides  corporations  with  accurate  daily  consol- 
idated business  data  collected  from  remote  locations,  such  as  informa- 
tion on  sales,  payroll,  disbursements,  inventory,  and  deposits.  Approx- 
imately 2,500  customers  currently  use  this  service.  The  service  is  also 
used  by  a large  Canadian  bank  to  facilitate  transfers  of  funds  among  its 
branches. 

There  are  43  customers  using  the  remittance  and  credit  slip  processing 
service,  which  handles  cash  receipts  for  retailers  and  other  clients  with 
voluminous  processing  requirements.  NDC  deposits  payments  to  a 
customer-designated  account,  providing  same-day  accounts  receivable 
updates  and  summary  reports. 

The  Cash  Management  ExchangeTw , introduced  in  I960,  is  a cash 
management  service  providing  daily  uniform  funds-transfer,  multibank 
reporting,  and  financial  data  exchange  between  banks  and  their  client 
corporations  through  NDC's  on-line  network. 

. The  exchange  includes  existing  NDC  programs  with  the  addition 
of  Balance  History  and  Detail  Transaction  Reporting  modules. 

. Over  1 ,500  banks  in  44  countries  report  into  the  network  each 
business  day.  Approximately  5,000  institutions  access  the 
exchange  through  its  50  member  banks. 

. A multicurrency  netting  service  allows  corporate  treasurers  to 
net  worldwide,  intracompany  payments.  The  service  collects, 
reconciles,  and  consolidates  relevant  payables  and  receivables 
data  to  determine  the  optimum  transaction  settlement. 

. Cash  management  contracts  have  recently  been  negotiated  with 
Pearson  Heldrin  and  Pearson  Bank  in  Amsterdam,  Dresner  Bank 
in  Frankfurt,  and  the  Bank  of  America. 

Business  Credit  is  a system  which  facilitates  business-to-business 
payment  transactions  for  all  parties  to  a business  transaction,  including 
the  buyer,  seller,  and  respective  banks,  using  electronic  funds  transfer 
to  replace  paper  invoice  and  check  payment  methods.  NDC  acquired 
the  rights  to  the  system  from  International  Commercial  Systems,  Inc. 
in  June  1981. 

In  January  1982  NDC  signed  an  agreement  with  Allen  M.  Cohen  & 
Associates,  a New  York  City  firm  specializing  in  bank  product  and 
business  development,  for  the  joint  development  of  a new  group  of 
banking  products  and  services.  The  new  capabilities  will  allow  banks  to 
expand,  penetrate,  and  secure  regional  markets  of  middle-  and  small- 
sized companies  by  geographically  distributing  NDC  processing,  stor- 
age, and  access  functions. 
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New  services  offerings  include: 

. Credit  sales  management  products  which  allow  the  retailer  to 
quickly  turn  credit  sales  into  usable  cash  assets.  Included  are 
authorizations,  lockboxes,  sales  draft  processing,  and  direct  data 
transmissions  to  card  plans,  financial  institutions,  and  corpora- 
tions. 

. An  on-line  money  market  rate  reporting  system,  which  prints 
instruments  and  corresponding  rates  for  different  terms. 

. Foreign  Exchange  Reporting,  which  provides  on-line  information 
exchange  rates  for  various  currencies  including  spot  rate,  pre- 
dicted rates  for  future  dates,  and  cross-reference  of  currency 
codes  for  comparison. 

. Treasury  decision  support  systems  including  Cash  Forecasting, 
Cash  Ledger,  and  Target  Balance,  which  assist  in  the  cash 
management  decision-making  process. 

. Financial  Information  Transaction  Services  (FITS),  or  Micro 
Technology,  which  is  a new  distributed  processing  network 
allowing  banks  to  provide  advanced  financial  services  to  large 
corporations  and  to  the  middle,  retail,  and  consumer  (home 
computer)  markets  by  linking  microcomputers  and  terminals 
with  NDC's  financial  processing  operations.  This  new  executive 
information  system  allows  customers  to  access  a variety  of  data 
bases  and  retrieve  data  in  any  form,  including  predefined  color 
graphs. 

. A new  interface  to  the  SWIFT  (Society  for  Worldwide  Interna- 
tional Financial  Telecommunication)  network,  which  permits 
banks  to  report  account  statement  information  in  a format  that 
is  already  in  use,  thus  requiring  minimal  implementation  efforts. 

In  October  1982  NDC  International  completed  the  first  phase  of  the 
Available  Funds  Reporter  Service,  which  is  being  co-developed  with 
National  Westminster  Bank.  The  service  provides  cash  management 
systems  for  monitoring  and  mobilizing  available  funds  to  British  cor- 
porate treasurers  and  banks. 

NDC  provides  timesharing  through  an  arrangement  with  GEISCO  in 
connection  with  some  of  its  cash  management  services.  The  timeshar- 
ing capability,  which  is  also  offered  through  NDC's  own  network,  allows 
each  customer  to  store  data  and  obtain  reports  which  meet  their  speci- 
fications. 

Professional  services  include  financial  consulting  and  analysis  of  cus- 
tomer applications  from  specification  stages  to  coding,  testing,  imple- 
menting, and  maintaining  customized  software. 
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• NDC's  Credit  Card  Services  include  credit  card  charge  authorization  and 
processing  services  for  both  bank  and  private  label  card  plans. 

The  National  Electronic  Transaction  Service  (NETS^“),  introduced  in 
1980,  is  a nationwide  electronic  authorization  service  for  both  credit 
cards  and  checks.  NETS  provides  point-of-sale,  terminal-based  ser- 
vices using  AT&T's  Transaction  II  terminal  over  WATS  lines. 

. The  service  links  U.S.  bank  and  retail  merchants'  terminals  to 
data  bases  of  bank  card  and  major  travel  and  entertainment  card 
issuers. 

. NETS  was  upgraded  in  fiscal  1982  to  include  electronic  cash 
register  interfaces  and  voice  synthesized  audio  response. 

. The  credit  card  charge  authorization  service  is  presently  being 
used  in  the  U.S.  and  Canada  by  175  banks  that  issue  MasterCard 
and  Visa  cards,  and  by  19  oil  companies,  including  I I Canadian 
oil  companies. 

NDC  provides  credit  card  processing  services  to  52  clients  through  its 
data  entry  service.  Consulting  services  are  also  available. 

NDC  captures  sales  draft  data  from  bank,  travel  and  entertainment, 
and  private  label  cards  to  speed  up  funds  availability  and  provide  credit 
sales  activity  management  reports.  This  process  permits  banks  to 
serve  merchants  with  geographically  dispersed  multiple  locations. 

The  Total  System^ is  an  on-line  bank  credit  card  authorization  and 
billing  system  jointly  offered  by  NDC  and  Columbus  Bank  and  Trust 
Company  (GA).  Columbus  provides  the  credit  card  billing  and  mer- 
chant accounting  portion  of  the  service,  and  NDC  provides  the  authori- 
zation and  data  entry  components.  The  system  processes  all  functions 
for  a bank's  credit  card  plans,  MasterCard,  Visa,  premium  cards,  and 
debit  cards.  A total  of  67  banks,  credit  unions,  and  savings  and  loan 
associations  currently  use  the  system. 

• The  Financial  Services  Institute is  an  independent  academy  established  in 
February  1982  and  sponsored  by  NDC.  The  Institute  provides  education  and 
training  for  credit  and  cash  management  personnel  from  banks,  corporations, 
and  government  through  two  schools. 

The  Cash  Management  Academy,  opened  in  mid-1982,  offers  introduc- 
tory, intermediate,  and  advanced  cash  management  courses. 

The  Credit  Services  Academy,  scheduled  to  begin  in  late  1982  or  early 
1983,  will  offer  courses  for  corporate  and  banking  credit  services 
professionals. 
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• In  March  1982  NDC  formed  the  Information  Systems  Group,  consisting  of 
Merchandising  Data  Services  and  the  Rapidata  Division  (Rapidata,  Interactive 
Sciences,  and  Applied  Logic). 

• NDC's  Merchandising  Data  Services  are  marketed  to  advertisers  and 
retailers.  A broad  range  of  services  is  provided  24  hours  a day,  seven  days  a 
week  through  the  Merchandising  Data  Interchange^  systems. 

Services  include; 

. Toll-free  telephone  ordering,  solicitation,  and  answering  ser- 
vices. 

. Computerized  catalog  purchasing,  on-line  order  editing,  and 
automated  upsell. 

. Consumer  assistance  services  and  warranty  information. 

. Order  response,  fulfillment,  and  sales  leads. 

. Cash  management  systems. 

. Inventory,  sales,  media,  and  credit  card  and  check  authorization 
reports. 

. Mail  order  data  entry  and  regionalized  delivery. 

. Demographic  data  base  access  to  assist  in  advertising  planning. 

. Hotel/motel  reservations  services. 

. Stock  and  money  market  quotations. 

. Computerized  and  customized  voice  response  to  consumer 
inquiries. 

Dealer  Locator  Services,  a telephone  locator  system  which  refers 
consumers  to  the  closest  dealer  or  merchandiser,  was  introduced  in 
February  1982. 

Emergency  Product  Services,  a version  of  Locator  Services,  was  also 
introduced  in  February  1982.  The  system  is  used  by  petroleum  com- 
panies and  equipment  manufacturers,  by  financial  Institutions  to  pro- 
vide clients  with  locations  for  emergency  cash  needs,  and  by  Ford 
Motor  Company  to  provide  customers  with  automobile  repair  locations. 

In  June  1982  the  CBN  Satellite  Network  cable  television  service  be- 
came an  NDC  telephone  response  services  client.  Other  cable  network 
clients  include  Turner  Broadcasting  and  Cable  News  Network. 
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NDC  uses  its  six  communications  centers  in  the  U.S.  and  Canada  to 
process  consumer  orders  and  distribute  the  data  to  designated  shipping 
locations.  Approximately  125  marketing  organizations  currently  use 
these  services. 

• NDC's  Rapidata  Division  provides  interactive  remote  computing  and  data  base 
services  and  related  professional  services  for  management  planning,  decision- 
making, control,  and  auditing.  Applications  available  on  the  Rapidata  network 
are  presented  in  the  exhibit. 

Financial  planning  and  control  applications  perform; 

. Capital  budgeting  and  asset  management. 

. Performance  analysis  and  measurement. 

. Consolidated  financial  reporting  and  analysis. 

. Financial  forecasting  and  budgeting. 

. Merger  and  acquisition  analysis. 

Banking  and  investment  management  services  provide  banks,  invest- 
ment firms,  and  corporate  portfolio  managers  with  accurate  financial 
data  and  administration  and  reporting  systems  for: 

. Asset  liability  management. 

. Portfolio  accounting  and  management. 

. Branch  performance  reporting. 

. Consolidations  and  multiyear  planning. 

. Account  profitability  analysis. 

Market  planning  and  control  services  provide  analysis,  reporting, 
graphic,  and  modeling  capabilities,  including; 

. Sales  forecasting  and  analysis. 

. Product  planning  and  pricing. 

. Site  selection. 

. Market  simulation. 

. Media  allocation. 

. Market  share  analysis. 

Money  management  services  used  by  treasurers  in  medium-  and  large- 
size  corporations  include; 

. Balance  and  disbursement  reporting. 

. Float  and  cash  forecasting. 

. Deposit  concentration  and  lockbox  reporting. 

. Anticipatory  drafting. 
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EXHIBIT 

APPLICATIONS  AVAILABLE  ON  RAPIDATA'S  NETWORK  SERVICE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- DEC  10/70,  10/90S,  2020s,  TOPS-10  OS 

- HONEYWELL  437s,  CUSTOM  OS 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- ASSEMBLER 

- BASIC 

- COBOL 

- FORTRAN 

- PL/1 

• DATA  MANAGEMENT  SOFTWARE 

- DBMS-10 

- PROBE 

- X2C 

- XPLOR 

- ACCENT  R 

• DATA  MANAGEMENT  AND  REPORTING 
SYSTEMS 

- RAPIDTAB 

- RIPS 

• DATA  BASES  AVAI LABLE 

- BALANCE  OF  PAYMENTS 

- BAMACS  (BANK  OF  AMERICA  MONEY 
AND  CREDIT  STATISTICS) 

- BONDS  (OTC  BOND  MARKET) 

- CITIBASE  (CITIBANK  ECONOMIC  DATA 
BASE) 

- CITIBASE-WEEKLY  (MONEY  SUPPLY 
STATISTICS) 

- CITIBANK  FORECAST  DATA  BASE 

- FEDERAL  RESERVE  BANK  OF 
SAN  FRANCISCO  (FLOW  OF  FUNDS) 

- IFS  (INTERNATIONAL  FINANCIAL 
STATISTICS) 

- MARKET  STATISTICS -DEMOGRAPHIC 
DATA  BASE 

- NBER  (NATIONAL  BUREAU  OF  ECONOMIC 
RESEARCH  FINANCIAL  DATA  BASE) 

- RAPIDQUOTE  II  (SECURITIES  DATA  BASE) 

- VALUELINE 

- ZIP  CODE  DEMOGRAPHIC  DATA  BASE 

- TELERATE  II  (DOMESTIC  AND  INTER- 
NATIONAL HISTORICAL  DATA  BASES) 

- FINSTAT  (CORPORATE  FINANCIAL 
STATEMENT) 

- CONFERENCE  BOARD  (ECONOMIC  TIME 
SERIES) 

- DRENNAN-CHR  NEW  YORK  REGIONAL 
ECONOMIC  DATA  BASE 


APPLICATION  AREA/PRODUCT  NAME 

• FINANCIAL  APPLICATIONS/TOOLS 

- CAPBUD  (CAPITAL  BUDGETING) 

- CPFA  (CAPITAL  PROJECT  FINANCING 
ANALYSIS) 

- CPTRAC  (CAPITAL  TRACKING) 

- CASH  FLOW  ANALYSIS 

- CASH  MANAGEMENT  SYSTEM 

- CLIENT  GENERAL  LEDGER 

- FISCAL  (FINANCIAL  MODELING 
LANGUAGE) 

- MONITAUR:  PORTFOLIO  MANAGEMENT 
SYSTEM 

- TITAN 

- ZBB  (ZERO-BASED  BUDGETING) 

- FUTURECASH  (FINANCIAL  MANAGEMENT 
FOR  BANKS) 

- FDMS  (FINANCIAL  DATA  MANAGEMENT 
SYSTEM) 

- SECURITIES  TIMING  ANALYSIS  PROGRAMS 

• GRAPHICS 

- GRAPHICS 

- GRAPHS 

- PROBE  GRAPHICS 

• TELEPHONE  COMPANY  APPLICATIONS 

- ANALIT  (ANALYSIS  OF  LINE  INSULATION 
TESTS) 

- ESS  CUTOVER  (CENTRAL  OFFICE 
CUTOVER  ANALYSIS) 

- FADS  (FORCE  ADMINISTRATION  SYSTEM) 

- TOUR  (TOUR  SCHEDULING) 

• OTHER  KEY  PRODUCTS 

- BACKGROUND-10 

- RAPIDVOICE 

- RAPIDLINK 

- SPSS- 10 

- SXU,  DXU 

- HUMAN  RESOURCES  INFORMATION 
SYSTEM 

- STATE  SPACE  FORECASTING  (TIME 
SERIES  FORECASTING) 

- RITE  (INTERACTIVE  TEXT  EDITOR) 

- RID  (INTERACTIVE  DEBUGGER) 


I 1 of  I 7 

November  I 982 

©1982  by  INPUT.  Reproduction  Prohibited. 


INPUT 


NATIONAL  DATA  CORPORATION 


Among  Rapidata's  most  successful  proprietary  software  applications 
are: 

. FISCAL,  a financial  modeling  language  for  preparation  of  finan- 
cial statements,  plans,  and  analyses. 

PROBE® , an  analysis,  forecasting,  and  reporting  language  for 
time  series  and  cross-sectional  data. 

. X2C®,  a language  which  facilitates  screening,  reporting,  and 

updating  of  sequential  or  DBMS- 10  data  bases. 

. DBMS- 10,  the  DECSYSTEM-IO/20  data  base  management 
system. 

GRAPHICS,  Rapidata's  keyword-driven  graphics  software,  is  available 
both  on  the  network  and  as  a software  package. 

. GRAPHICS  produces  point  and  line  plots,  spline  interpolation 
and  staircase  curves,  straight  line  regressions,  spike  and  bar 
graphs,  histograms,  pie  and  ring  charts,  and  pictographs. 

. In  May  1982,  under  an  agreement  with  Interchart,  Inc.  of  New 
York  City,  Rapidata  introduced  an  option  for  producing  35mm 
slides  of  any  plot,  chart,  or  graph  prepared  through 
GRAPHICS.  Interchart's  Lexidata  hardware  will  be  used  with 
GRAPHICS  software  to  produce  the  slides. 

. GRAPHICS  has  been  available  as  a software  package  running  on 
DECSYSTEM-IO  and  20  equipment  since  April  1981.  There  are 
currently  250  users  of  the  package.  The  license  fee  for  an 
installation  is  $25,000. 

Data  bases  made  available  on  the  Rapidata  network  in  1982  include: 

. The  Drennan-CHR  New  York  Regional  Economic  Data  Base, 
which  provides  statistical  data  and  industry  employment  and 
income  forecasts  for  firms  in  the  New  York  market. 

. The  Citibank  Forecast  Data  Base,  an  on-line  version  of  Citi- 
bank's quarterly  United  States  Economic  Forecast,  which  pro- 
vides a five-year  forecast,  by  quarters,  for  over  200  economic 
indicators. 

In  November  1982  Rapidata  released  FDMS,  a financial  data  manage- 
ment system  accessible  through  any  program  using  FORTRAN  or 
FISCAL.  FDMS  enables  users  to  create  larger  financial  data  bases  and 
allows  corporations  to  link  all  cost  and  profit  centers  together  within  a 
single  data  base. 
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Rapidata  has  agreements  with  several  banking  and  financial  institutions 
for  marketing  two  of  its  systems. 

. FUTURECASH,  Rapidata's  financial  management  system  for 
banks,  is  designed  to  be  sold  by  larger  Institutions  to  their 
correspondent  community  banks.  Agents  marketing  FUTURE- 
CASH  include  Pacific  Bancorporation,  Union  Bank  of  Los 
Angeles,  Pittsburgh  National  Bank,  First  National  of  Louisville, 
and  Victoria  Bank  of  Texas. 

. Agent  banks  sell  Rapidata's  Cash  Management  System  under 
their  own  name  to  corporate  customers  and  correspondent 
banks.  Marketing  agreements  are  maintained  with  Irving  Trust 
Company,  American  Bank  and  Trust  of  Reading  (PA),  the  Pitts- 
burgh National  Bank,  and  Bank  of  America. 

The  Micro  Service  links  microcomputers  at  customer  locations  with 
Rapidata  mainframes. 

Professional  services  are  offered  in  conjunction  with  many  of  Rapi- 
data's network  applications.  Services  also  include  custom  systems 
design,  development,  and  implementation;  financial  and  statistical 
consulting;  and  data  base  design. 

Rapidata  provides  New  York  Telephone,  a major  customer,  with  dedi- 
cated processing  services  on  DEC  equipment  under  a 45-month  con- 
tract signed  in  October  1 979. 

In  March  1982  NDC  was  awarded  a three-year,  $903,291  contract  to 
provide  on-line  network,  data  base  management,  and  technical  services 
to  60  offices  of  the  Immigration  and  Naturalization  Service  (INS)  of  the 
U.S.  Department  of  Justice.  Naturalization  and  Citizenship  Casework 
Support  and  Deportable  Alien  Control  Systems  will  be  developed  by 
INS. 

• NDC's  primary  health  care  service  is  the  DataStat®  Pharmacy  Management 
System.  DataStat  enables  the  pharmacist  to  maintain  patient  profiles  and  to 
perform  prescription  processing  and  screening,  drug  Interaction  analysis, 
private  and  third-party  billing,  pricing  and  price  updating.  Inventory  control 
and  drug  reordering,  accounts  receivable,  and  claims  processing.  Workload 
and  utilization  reports  are  also  produced. 

The  DataStat  system  provides  access  to  central  NDC  mainframes 
through  Data  General  Eclipse  S/130  and  S/230  minicomputer  interfaces 
and  Applied  Digital  Data  Systems  remote  terminals  located  at  cus- 
tomer sites. 

The  DataStat  product  line  includes  Retail,  Nursing  Home,  Health 
Maintenance  Organization,  and  Hospital  systems.  Approximately  590 
systems  have  been  installed  serving  over  320  customers  in  35  states  and 
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Canada.  The  typical  system  is  leased  for  $995  per  month.  The  com- 
pany markets  the  DataStat  system  primarily  using  its  own  sales  person- 
nel. 


. NDC  also  licenses  DataStat  software  as  a separate  package  to 
pharmacies  with  standalone  systems. 

After  incurring  net  operating  losses  of  $310,000  in  fiscal  1981,  the 
DataStat  system  contributed  to  fiscal  profits  in  1982. 

NDC  expects  to  complete  the  installation  of  DataStat  Pharmacy 
systems  in  15  major  military  hospitals  in  late  fiscal  1983.  The  work 
was  originally  performed  under  a $7.5  million  contract  with  the  U.S. 
Department  of  Defense  signed  in  January  1981. 

NDC  began  offering  the  DataLink^  ^- service  in  fiscal  1982  for  use  by 
large  drugstore  chains.  DataLink  is  a payment  systems  interface 
between  DataStat  and  NDC's  credit  card  authorization  and  check 
guarantee  network.  A cash  management  interface  allows  the  pharmacy 
system  to  use  NDC's  cash  reporting  and  financial  services. 

In  June  1982  NDC  introduced  DataStat  II,  which  combines  an  on-site 
standalone  microcomputer  turnkey  system  with  on-line  access  to  the 
Health  Care  Services  central  mainframes  and  data  bases.  DataStat  II 
is  designed  for  use  by  retail,  nursing  home,  and  hospital  in-patient  and 
out-patient  pharmacies. 

. The  system  provides  patient  profiles,  prescription  processing  and 
screening,  pricing  and  price  updating,  private  and  third-party 
billing,  inventory  control,  drug  interaction  analysis,  and  label 
and  receipt  printing. 

. The  purchase  price  for  the  microcomputer,  video  display  ter- 
minal, and  two  matrix  printers  starts  at  under  $10,000.  Leasing 
terms  start  at  under  $300  per  month.  An  additional  monthly  fee 
is  charged  for  software  and  maintenance. 

Additional  offerings  include  the  availability  of  a patient's  purchase 
summary  to  assist  in  income  tax  preparation  and  consulting  services  for 
systems  development  and  customization. 

• Fifteen  percent  of  NDC's  fiscal  1982  revenue  stems  from  facilities  manage- 
ment contracts  with  petroleum  companies  and  airlines. 

Of  the  15%  derived  from  facilities  management,  ARCO  accounted  for 
10%.  NDC  has  provided  full  credit  card  billing  services  to  ARCO  since 
1971  through  its  wholly  owned  subsidiary.  National  Billing  Systems,  Inc. 

. In  March  1982  NDC  announced  that  ARCO  was  discontinuing  its 
credit  card  and  related  services  effective  April  15,  1982,  with 
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phase-out  of  the  operation  expected  to  take  six  to  nine  months. 
Approximately  310  NDC  employees  provided  services  under  the 
contract. 

. Services  provided  to  ARCO  included  new  account  processing, 
credit  and  collection,  customer  billing,  remittance  processing, 
accounts  receivable  accounting,  preparation  of  management 
information  and  statistical  reports,  and  other  related  admini- 
strative services. 

. NDC  is  acting  as  a broker  for  the  sale  of  the  ARCO  Credit  Card 
Center  in  Atlanta  under  an  agreement  signed  with  ARCO  in 
March  1982.  Assets  of  the  center  include  software  and  docu- 
mentation, computer  hardware,  office  systems,  and  equipment. 

NDC  is  seeking  a replacement  facilities  management 
contract  from  a company  with  requirements  similar  to 
those  of  ARCO. 

Under  a second  agreement  with  ARCO,  NDC  was  granted 
a license  to  the  Atlantic  Richfield  Credit,  Collection  and 
Billing  System.  In  April  1982  NDC  released  its  Petroleum 
Retail  Credit,  Collection  and  Billing  Software  package, 
based  on  the  ARCO  product. 

. The  system  has  eight  modules  including  optical 
capture,  dealer,  front-end,  on-line,  update  and 
billing,  reports,  management  information,  and  mail 
order  merchandising. 

. Operational  on  IBM  3031  mainframes,  the  system 
is  priced  at  $600,000  and  is  licensed  in  the  U.S. 
and  Canada. 

Other  NDC  facilities  management  contracts  include: 

. An  agreement  with  American  Petrofina  Company  of  Texas, 
under  which  NDC  is  managing  and  operating  Petrofina's  com- 
plete credit  card  program.  In  March  1982  NDC  announced  that 
it  had  signed  a contract  with  American  Petrofina  for  additional 
credit  card  processing  services  which  are  expected  to  generate 
$500,000  in  calendar  1982  revenue. 

. A five-year  agreement  signed  in  August  1980  with  Crown 
Central  Petroleum  Corporation  of  Baltimore  to  manage  and 
operate  Crown  Central's  retail  credit  card  program.  The  range 
of  services  to  be  provided  by  NDC  includes  credit  card  process- 
ing, credit  and  collection,  and  consumer  service. 
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. Employing  the  billing  concept  developed  and  used  by  NDC  in 
providing  credit  card  services  to  ARCO,  NDC  also  provides 
retail  credit  and  billing  services  to  Eastern  Airlines. 

• NDC's  Facilities  Management  Division  also  offers  PETRO-NET^“  , a credit 
and  check  authorization  service  for  the  petroleum  industry  introduced  in 
November  1981.  PETRO-NET  controls  check  verification,  credit  card  author- 
ization, and  check  guarantee  financial  transactions  at  the  point  of  sale. 

PETRO-NET  uses  NDC's  nationwide  communications  network  to  link 
service  station  managers  and  issuers  of  credit  cards.  The  network  is 
accessed  using  Bell  System's  Transaction  II  telephone  and  a variety  of 
terminals,  including  point-of-sale  electronic  cash  registers. 

INDUSTRY  MARKETS 

• Primary  industry  markets  are  banking  and  finance,  retail,  medical,  airline, 
petroleum,  and  the  federal  government. 

GEOGRAPHIC  MARKETS 

• Approximately  98%  of  NDC's  fiscal  1982  revenue  was  derived  from  the  U.S. 
The  remaining  2%  of  revenue  was  international,  primarily  Canadian. 

• NDC's  U.S.  marketing  offices  are  in  Ann  Arbor;  Charleston  (SC);  Fairfield  and 
Cherry  Hill  (NJ);  Lombard  (IL);  Los  Angeles;  New  York  City,  Lawrence,  and 
Melville  (NY);  Columbus  (GA);  Dallas  and  San  Antonio  (TX);  Miami,  Ft. 
Lauderdale,  and  Orange  Park  (FL);  Southfield  (Ml);  Stamford  (CT);  Philadel- 
phia; Reno;  and  Arlington  (VA). 

• International  marketing  offices  are  located  in  Frankfurt;  London;  and  Don 
Mills,  Ontario.  NDC  is  planning  to  open  an  office  in  the  Far  East  in  the  near 
future. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• NDC  operates  the  following  equipment: 

At  its  headquarters  in  Atlanta  and  in  communications  centers  located 
in  Cherry  Hill  (NJ),  Lombard  (IL),  Boston,  Miami,  Reno,  and  Toronto: 

3 Univac  I I00/80S,  I 100  OS. 

. 4 Univac  494s,  Omega. 

8 DECSYSTEM- 1 Os,  TOPS- 1 0. 

4 DEC  PDP- 1 1 /40s,  IAS. 

15  DEC  PDP- 1 1 /34s. 

. 2 Tandems. 
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At  the  Rapidata  Division's  Fairfield  (NJ)  data  center: 

. 6 Honeywell  437s,  custom  operating  system. 

1 DECSYSTEM-IO/70,  TOPS- 10. 

7 DECS YSTEM- 1 0/90s,  TOPS- 1 0. 

2 DECSYSTEM-2020s. 

. 8 DEC  PDP-I  Is  (used  as  front-end  processors). 

• In  addition,  NDC  installs  DEC  PDP-I  I /34s  and  -I  I /70s,  Data  General  Eclipse 
S/I30s  and  S/230s,  and  Texas  Instruments  990  series  minicomputers  in  support 
of  its  services. 

• NDC's  communications  network  uses  leased  lines,  satellite.  Telenet,  WATS, 
foreign  exchange,  Comshare,  and  GEISCO.  Toll-free  or  local  telephone  num- 
bers serving  75  major  cities  are  available. 

Rapidata's  network  can  be  accessed  via  RAPIDNET  (Rapidata's  tele- 
processing network  which  is  used  in  conjunction  with  TYMNET),  WATS 
and  FX  lines,  or  TELEX.  Access  to  Rapidata's  services  is  available 
through  more  than  250,000  TELEX  terminals  in  over  200  countries. 
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NATIONAL  DATA  CORPORATION 

One  National  Data  Plaza 
Corporate  Square 
Atlanta,  GA  30329 
(404) 329-8500 


L.C.  Whitney,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  2,600 
Total  Revenue,  Fiscal  Year 
End  5/31/81:  $75,666,000 


THE  COMPANY 

• National  Data  Corporation  (NDC)  was  incorporated  in  1967  in  Delaware  to 
provide  specialized  data  processing  and  facilities  management  services.  NDC 
provides  cash  management,  credit  card,  merchandising,  health  care,  and 
information  management  services.  Its  facilities  management  services  include 
all  phases  of  credit  card  billing,  from  credit  approval  through  collections. 

• NDC's  fiscal  1981  revenue  increased  from  $60,129,000  in  1980  to  $75,666,000 
in  1981.  Net  income  rose  32%  to  $7,508,000  during  the  same  period.  NDC 
management  expects  a 25-30%  growth  in  revenue  and  net  income  for  fiscal 
1982.  Five  years  of  financial  data  follow: 


NDC 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


* Earnings  per  share  figures  have  been  restated  to  reflect  a two-for-one  stock  split 
effective  February  27,  1981. 
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Approximately  $876,000  was  spent  for  research  and  development  pur- 
poses in  fiscal  1981. 

• NDC  reported  revenue  of  $22,588,000,  and  net  income  of  $2,285,000  for  its 
first  quarter  ending  August  31,  1981. 

• NDC  is  divided  into  six  marketing  divisions  mirroring  its  major  business 
segments;  Cash  Management  Services,  Credit  Card  Services,  Network  Data 
Services,  Merchandising  Data  Services,  Health  Care  Data  Services,  and 
Facilities  Management  Services. 

• In  September  1980,  CISCO  Inc.,  a financial  data  processing  subsidiary  of  the 
First  National  Bank  of  Atlanta,  was  acquired  by  NDC  for  approximately  $2.1 
million.  CISCO  operates  as  part  of  NDC's  Cash  and  Credit  Card  Management 
Services  Divisions. 

CISCO  has  provided  bank  card  transaction  processing  for  major  retail 
merchants,  oil  companies,  independent  retail  card  programs,  and  other 
card-using  firms  across  the  country. 

CISCO  reported  revenue  in  fiscal  year  end  December  31,  1979,  of 
approximately  $7  million.  It  is  headquartered  in  Tulsa  (OK)  and  has 
additional  operating  centers  in  San  Francisco  and  Atlanta. 

• Also  in  September  1980,  NDC  acquired  Communication  Response  Service,  Inc. 
(CRS),  a telecommunications  service  subsidiary  of  Charles  Schwab  & Co.,  Inc., 
of  San  Francisco.  CRS  has  headquarters  in  Reno  (NV)  and  provides  toll-free 
telephone  response  and  answering  services  to  retailers.  CRS  now  operates  as 
port  of  NDC's  Merchandising  Data  Services  Division. 

• NDC's  wholly  owned  timesharing  subsidiary.  Interactive  Sciences  Corporation 
(ISC),  operated  as  part  of  the  Cash  Management  Services  Division  in  fiscal 
1980.  Located  in  Braintree  (MA),  ISC's  recent  acquisitions  include; 

In  April  1980,  NDC  announced  acquisition  of  the  principal  assets  of  E.J. 
Gainer  & Associates  of  Ann  Arbor  (Ml).  Gainer  & Associates  special- 
izes in  furnishing  cash  management,  bank,  and  corporate-related  ser- 
vices requiring  money  transfer,  timesharing,  modeling  and  forecasting, 
and  data  base  management  capabilities. 

Also  in  April  1980,  ISC  acquired  certain  data  bases,  applications 
software  packages,  DEC- 10  computer  equipment,  and  the  associated 
customer  base  of  CallData  Systems,  Inc.,  a subsidiary  of  Grumman  Data 
Systems  Corporation. 

In  May  1981,  ISC  announced  the  acquisition  of  the  financial  timesharing 
software,  DEC- 10  equipment,  and  associated  customer  base  of  the 
Applied  Logic/International  Computer  Services  division  of  Raytheon 
Service  Company.  A remote  computing  firm  located  in  Boston  (MA), 
Applied  Logic  generated  an  estimated  $3.5  million  in  1980  revenue. 
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• In  September  1981,  NDC  announced  its  intention  to  acquire  Rapidata  Inc.,  for 
stock  valued  at  approximately  $21.5  million.  NDC  will  exchange  about 
1,275,000  of  its  common  shares  for  the  more  than  1.5  million  shares  outstand- 
ing of  Rapidata  at  a ratio  of  0.8  share  of  NDC  for  each  share  of  Rapidata. 

Rapidata  is  a remote  computing  and  professional  services  firm  head- 
quartered in  Fairfield  (NJ).  Rapidata  specializes  in  corporate  cash 
management,  banking,  statistical,  and  financial  applications  and  data 
bases.  Revenue  for  its  fiscal  year  end  December  1980  was  $21.4 
million. 

• NDC's  newly  formed  Network  Data  Services  Division  will  include  services 
provided  by  ISC,  Applied  Logic,  and  Rapidata. 

• Other  NDC  subsidiaries  include: 

National  Billing  Systems,  Inc.,  located  in  Atlanta,  which  is  responsible 
for  NDC's  facilities  management  contract  with  ARCO. 

National  Communications  & Data  Company,  Ltd.,  NDC's  Canadian 
operation  located  in  Don  Mills,  Ontario. 

NDC  International,  Ltd.,  located  in  London. 

• Approximately  81%  of  NDC's  total  revenue  is  derived  from  its  various 
processing  services  and  19%  from  facilities  management.  A revenue  break- 
down by  service  area  follows: 
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NDC 

REVENUE  FROM  OPERATIONS,  BY  SERVICE 
($  thousands) 


5/81 

Percent 
Increase 
(Decrease) 
From  Pre- 
vious Year 

5/80 

Percent 
Increase 
(Decrease) 
From  Pre- 
vious Year 

5/79 

Percent 
Increase 
(Decrease) 
From  Pre- 
vious Year 

Data  Processing 
Services; 

- Cash  Management 
and  Management 
Information 
Services 

$27,506 

30% 

$21,213 

19% 

$17,810 

36% 

- Credit  Card 
Services 
. Bank 

$22,313 

46% 

$15,281 

20% 

$12,750 

32% 

. Petroleum 

$ 1,062 

(2%) 

$ 1,082 

15% 

$ 941 

(46%) 

- Merchandising 
Services 

$ 4,718 

(8%) 

$ 5,119 

60% 

$ 3,188 

40% 

- Health  Care 
Services 

$ 4,082 

31% 

$ 3,128 

165% 

$ 1,182 

380% 

- Miscellaneous 

$ 1,455 

58% 

$ 918 

6% 

$ 862 

187% 

Facilities 

management 

services; 

- Arco 

$11,349 

2% 

$11,075 

(1%) 

$11,242 

12% 

- Other 

$ 3,181 

38% 

$ 2,313 

67% 

$ 1,385 

19% 

Total  Company 
Revenues 

$75,666 

$60,129 

$49,360 

• NDC  management  attributes  the  26%  increase  in  total  revenue  in  fiscal  1981 
to  increases  among  the  various  services; 

Cash  Management  and  Management  Information  Services  revenue 
increased  by  30%  and  Bank  Credit  Card  Services  revenue  increased  by 
46%  due  primarily  to  the  CISCO  acquisition,  volume  growth,  and  price 
increases. 

Petroleum  Credit  Card  Services  revenue  decreased  2%  due  to  a 
reduction  in  sales  to  Canadian  oil  company  clients. 

Merchandising  Services  revenue  decreased  8%  as  a result  of  the 
termination  of  services  in  May  1980  by  Aldens,  Inc.,  a major  catalog 
ordering  customer  which  accounted  for  $2.9  million  in  fiscal  1980 
revenue.  Excluding  this  customer,  revenue  growth  of  109%  in  this 
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segment  was  attributable  to  the  acquisition  of  Communication  Re- 
sponse Service,  Inc.,  volume  growth,  and  price  increases. 

Health  Care  Services  revenue  increased  31%,  reflecting  an  increase  in 
the  customer  base  for  these  services. 

Facilities  Management  Services  revenue  increased  9%,  primarily  as  a 
result  of  the  addition  of  two  new  customers. 

• There  are  2,600  employees  of  NDC,  divided  as  follows; 


- 

Marketing  sales 

210 

- 

Software  services/customer  support 

350 

- 

Computer  operations  and  communications 

1,550 

- 

General  and  administrative 

490 

2,600 


• NDC  considers  its  principal  third-party  competitors  to  be  Automatic  Data 
Processing,  Chemical  Bank  of  New  York  (ChemLink),  First  Data  Resources, 
Tymshare  Transaction  Services,  Three  PM,  Pharmassist,  and  credit  card 
associations. 

KEY  PRODUCTS  AND  SERVICES 


NDC's  computer  services  are  segmented  approximately  as  follows: 


lype 


Percent 
of  Business 
(FYE  5/81) 


Revenue 
($  thousands) 


Cash  Management  and  Management 
Information  Services 
Credit  Card  Services 
Merchandising  Services 
Miscellaneous 
Health  Care  Services 
Facilities  Management  Services 


37% 

31 

6 

2 

5 

19 


$27,506 

23,375 

4,718 

1,455 

4,082 

14,530 


100%  $75,666 


The  Cash  Management  and  Management  Information  Services  available  from 
NDC  consist  of  a bank  deposit  reporting  service,  a bank  balance  reporting 
service,  a money  transfer  service,  an  information  reporting  service,  a remit- 
tance processing  service,  telephone  bill  paying,  short-term  cash  planning,  and 
portfolio  analysis. 


Deposit  reporting  permits  electronic  concentration  of  local  bank 
deposits  from  remote  locations  of  an  organization  into  central  banks  to 
achieve  accelerated  availability  of  funds  and  to  inform  the  firm's 
corporate  headquarters  of  unit  activities.  Approximately  2,150 
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customers  presently  use  this  service  and  160  banks  market  this  service 
to  their  customers. 

Bank  balance  reporting  enables  customers  of  participating  banks  to 
receive  daily  bank  balance  information  so  that  cash  management 
decisions  can  be  made  rapidly.  Approximately  1,150  banks  use  this 
service. 

NDC's  Money  Transfer  System  allows  the  financial  staff  of  a corpora- 
tion to  initiate  an  instruction  through  the  banking  system  to  transfer 
funds.  Instructions  are  forwarded  by  terminals  located  at  the  cus- 
tomers' places  of  business  to  the  sending  bank  for  immediate  process- 
ing. Seven  banks  currently  subscribe  to  this  service. 

Information  reporting  provides  corporations  with  accurate  daily  consoli- 
dated business  data  collected  from  remote  locations,  such  as  informa- 
tion on  sales  credit,  personnel,  and  inventory.  Approximately  165 
customers  currently  use  this  service.  In  addition,  the  service  is  used  by 
a large  Canadian  bonk  to  facilitate  transfers  of  funds  among  its 
branches. 

There  are  presently  41  customers  using  the  remittance  processing 
service.  This  service  enables  retailers  and  other  clients  with  volumi- 
nous processing  requirements  to  handle  cash  receipts;  NDC  deposits 
each  payment  to  an  account  designated  by  its  customer  and  makes 
summary  reports  available  to  the  customer. 

The  Cash  Management  Exchange"'^  “ , introduced  in  November  1980,  is  a 
cash  management  service  providing  uniform  funds-transfer,  multibank 
reporting,  and  financial  data  exchange  between  banks  and  their  client 
corporations  through  NDC's  on-line  telecommunications  network. 

. The  exchange  includes  existing  NDC  programs  with  the  addition 
of  new  Balance  History  and  Detail  Transaction  Reporting 
modules. 

. Standards  for  the  exchange  were  developed  by  a task  force  from 
NDC's  160-bank  User  Association,  which  recognized  the  need  for 
a uniform,  international,  multi-media  network.  Approximately 
4,000  institutions  currently  access  the  exchange  through  its  31 
member  banks. 

In  June  1981,  NDC  acquired  the  rights  to  the  Business  Credit  System^  “ 
from  International  Commercial  Systems,  Inc.  The  system  facilitates 
business-to-business  payment  transactions  for  all  parties  to  a business 
transaction,  including  the  buyer,  seller,  and  respective  banks,  by 
substituting  electronics  for  paper  as  an  alternative  to  the  traditional 
open-account  order  and  payment  mechanism. 
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NDC  provides  timesharing  through  an  arrangement  with  GEISCO  in 
connection  with  some  of  its  cash  management  services.  The  time- 
sharing capability,  which  is  also  offered  through  NDC's  subsidiary  ISC, 
allows  each  customer  to  store  data  and  obtain  reports  which  meet  the 
customer's  specifications. 

• NDC's  Credit  Card  Services  include  credit  card  charge  authorization  and 
processing  services. 

A nationwide  electronic  authorization  service  for  both  credit  cards  and 
checks  was  introduced  in  June  1980,  and  is  called  National  Electronic 
Transaction  Service  (NETS^“).  NETS  provides  state-of-the-art  tech- 
nology in  point-of-sale,  terminal-based  services,  using  AT&T's  Trans- 
action II  terminal  over  WATS  lines.  It  links  U.S.  bank  and/or  retail 
merchants'  terminals  to  data  bases  of  bank  card  and  major  travel  and 
entertainment  card  issuers.  In  1982,  NETS  will  provide  cash  manage- 
ment deposit  reporting  and  information  reporting  services. 

. The  credit  card  charge  authorization  service  is  presently  being 
used  in  the  U.S.  and  Canada  by  162  banks  that  issue  Master 
Charge  and  VISA  cards,  and  by  30  oil  companies,  including  ten 
Canadian  oil  companies. 

NDC  provides  credit  card  processing  services  to  16  clients  through  its 
data  entry  service. 

NDC  also  offers  a bank  credit  card  authorization  and  billing  system 
jointly  with  Columbus  (GA)  Bank  and  Trust  Co.  Under  this  arrange- 
ment, Columbus  provides  the  credit  card  billing  and  merchant  account- 
ing portion  of  the  service,  and  NDC  provides  the  authorization  and  data 
entry  components.  The  system  is  capable  of  processing  both  Master 
Charge  and  VISA  credits  for  the  same  customer.  A total  of  61  banks, 
credit  unions,  and  savings  and  loan  associations  currently  use  this 
system. 

• Complementing  NDC's  credit  card  services  business  is  its  Merchandising  Data 
Services,  which  accounted  for  6%  of  total  revenue  in  fiscal  1981.  Services 
include  telephone  ordering,  catalog  purchasing,  locator  services,  and  response 
fulfillment  services.  Also  included  is  the  Merchandising  Data  Interchange’’^ , a 
new  service  offering  inventory,  sales,  media,  and  credit  card  authorization 
reports;  regionalized  delivery  of  orders;  and  order  fulfillment  services  on  a 24- 
hour-a-day,  7-days-a-week  basis. 

NDC  uses  its  six  communication  centers  to  process  consumer  orders  in 
accordance  with  merchandiser  requirements.  NDC  is  able  to  handle 
large  volumes  of  telephone  orders  and  to  process  and  distribute  the  data 
rapidly  to  designated  shipping  locations.  Approximately  I 10  marketing 
organizations  are  currently  using  these  services. 
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• NDC's  primary  health  care  service  is  the  DataStat®  Pharmacy  Management 
System,  which  enables  the  pharmacist-customer  to  maintain  patient  profiles 
and  to  perform  prescription  screening,  private  and  third-party  billing,  inven- 
tory control,  and  drug  interaction  analysis.  The  DataStat  system  provides 
access  to  central  NDC  mainframes  through  DG  Eclipse  S/130  and  S/230 
minicomputer  interfaces  and  Applied  Digital  Data  Systems  remote  terminals 
located  at  customer  sites. 

The  DataStat  product  line  includes  Retail,  Nursing  Home,  Health 
Maintenance  Organization,  and  Hospital  systems.  Approximately  461 
systems  have  been  installed  serving  over  325  customers  located  in  35 
states  and  Canada.  The  typical  system  is  leased  for  $995.00  per  month. 
The  company  markets  the  DataStat  system  primarily  using  its  own  sales 
personnel. 

. NDC  recently  began  licensing  DataStat  software  as  a separate 
package  to  pharmacies  with  standalone  systems. 

NDC  incurred  net  operating  losses  from  the  DataStat  Pharmacy 
Management  System  of  approximately  $310,000  in  fiscal  1981,  and  of 
approximately  $783,000  in  fiscal  1980.  The  system  became  profitable 
on  a current  basis  in  April  1981. 

In  January  1981,  NDC  announced  the  signing  of  a $7.5  million  contract 
with  the  U.S.  Department  of  Defense  for  the  installation  of  DataStat 
Pharmacy  systems  in  15  major  military  hospitals. 

In  fiscal  1982,  NDC  plans  to  begin  offering  the  DataLink^'^  service, 
which  integrates  the  DataStat  system  with  a package  of  cash  manage- 
ment and  credit  services.  DataLink  will  be  marketed  to  large  drug 
store  chains. 

• NDC  also  offers  professional  services.  These  services  include  contract 
programming,  turnkey  system  design,  custom  design  and  development  of 
communications  systems. 

In  May  1980,  ISC  was  selected  to  provide  teleprocessing  services  for  the 
software  development  of  the  Chemical  Information  System  (CIS),  a 
project  of  the  National  Institute  of  Health  and  the  Environmental 
Protection  Agency. 

. CIS  represents  a collection  of  scientific  data  bases  that  allow  for 
rapid  retrieval  of  a variety  of  physical  data  characteristics  of  a 
chemical's  molecular  structure.  These  data  bases  contain  infor- 
mation on  more  than  150,000  chemicals. 

. In  order  to  provide  the  computer  resources  necessary  for  CIS, 
ISC  has  established  a direct  communications  link  with  Fein- 
Marquart  Associates,  the  CIS  development  contractor. 
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• Nineteen  percent  of  NDC's  fiscal  1981  revenue  stems  from  facilities  manage- 
ment contracts  with  petroleum  companies  and  airlines. 

Of  the  19%  derived  from  facilities  management,  Atlantic  Richfield 
Company  (ARCO)  accounted  for  15%.  NDC  has  been  providing  full 
credit  card  billing  services  to  ARCO  since  1971. 

. Services  provided  to  ARCO  include  new  account  processing, 
credit  and  collection,  customer  billing,  remittance  processing, 
accounts  receivable  accounting,  preparation  of  management 
information  and  statistical  reports,  and  other  related  admini- 
strative services. 

. NDC  and  ARCO  negotiated  a new  three-year  agreement  with 
two  three-year  extensions  effective  February  1981.  The  agree- 
ment represents  approximately  $12  million  in  annual  revenue. 
NDC  provides  services  to  ARCO  through  its  wholly  owned 
subsidiary.  National  Billing  Systems,  Inc. 

Other  NDC  facilities  management  contracts  include; 

. An  agreement  with  American  Petrofina  Company  of  Texas, 
under  which  NDC  is  managing  and  operating  Petrofina's  com- 
plete credit  card  program. 

. A five-year  agreement  signed  in  August  1980  with  Crown 
Central  Petroleum  Corporation  of  Baltimore  to  manage  and 
operate  Crown  Central's  retail  credit  card  program.  The  range 
of  services  to  be  provided  by  NDC  includes  credit  card  process- 
ing, credit  and  collection,  and  consumer  service. 

. Employing  the  billing  concept  developed  and  used  by  NDC  in 
providing  credit  card  services  to  ARCO,  NDC  also  provides 
retail  credit  and  billing  services  to  Eastern  Airlines. 

• In  November  1981,  NDC's  Facilities  Management  Division  introduced  PETRO- 
Net^*^,  a credit  and  check  authorization  service  for  the  petroleum  industry. 
PETRO-NET  controls  check  verification,  credit  card  authorization,  and  check 
guarantee  financial  transactions  at  the  point  of  sale. 

PETRO-NET  uses  NDC's  nationwide  communications  network  to  link 
service  station  managers  and  issuers  of  credit  cards.  The  network  is 
accessed  using  Bell  System's  Transaction  II  telephone  and  a variety  of 
terminals,  including  point-of-sale  electronic  cash  registers. 

INDUSTRY  MARKETS 

• Primary  industry  markets  are  in  banking,  retail,  airline,  petroleum,  and  the 
federal  government. 
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GEOGRAPHIC  MARKETS 

• Approximately  97%  of  NDC's  fiscal  1981  revenue  was  derived  from  the  U.S. 
The  remaining  3%  of  revenue  was  international,  primarily  Canadian. 

• NDC's  U.S.  marketing  offices  are  located  in  Ann  Arbor,  Atlanta,  Boston, 
Burlington  and  Braintree  (MA),  Charleston  (SC),  Cherry  Hill  (NJ),  Lombard 
(IL),  Rocky  River  (OH),  Los  Angeles,  New  York,  Pittsburgh,  Portland,  San 
Francisco,  Tulsa,  and  Washington  DC. 

International  marketing  offices  are  located  in  Frankfurt,  London,  and 

Don  Mills,  Ontario. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• NDC  operates  the  following  equipment  in  its  headquarters  in  Atlanta  and  in 
communication  centers  located  in  Cherry  Hill  (NJ),  Lombard  (IL),  Miami, 
Reno,  and  Toronto; 

One  IBM  3031,  OS  VS/ 1 . 

One  IBM  370/148,  OS  VS/ 1 . 

One  Univac  1 100/80,  I 100  OS. 

One  Univac  1 100/20,  I 100  OS. 

Four  Univac  494s,  Omega. 

Six  DEC- 1 Os,  TOPS- 10. 

Two  DEC  PDP-11  s,  IAS. 

• In  addition,  NDC  installs  DEC  PDP-I I /34s  and  -I  I /70s,  Data  General  Eclipse 
S/I30s  and  S/230s,  and  Texas  Instruments  990  series  minicomputers  in  support 
of  its  services. 

• NDC's  communication  network  uses  leased  lines,  satellite.  Telenet,  WATS, 
foreign  exchange,  Comshare,  and  GEISCO. 

In  May  1980,  NDC  began  offering  expanded  WATS  coverage  to  provide 

toll-free  access  from  Alaska  and  Hawaii. 
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NETCOM  On-Line  Communication 

Services,  Inc. 


Chairman,  President, 

& CEO:  David  W.  Garrison 

2 North  Second  Street,  Plaza  A 
San  Jose,  CA  95113 
Phone;  (408)  881-2000 

Internet:  http;//www.netcom.com 


Status:  Public 

Employees:  700+ (10/96) 

Revenue,  FYE  12/31/95:  $52,421,600 

Revenue,  9 mos.  ending  9/30/96:  $84,160,500 


Key  Points 

• NETCOM  On-Line  Communication 
Services,  Inc.  has  transitioned  from  a 
national  Internet  access  provider  to  an 
international  Internet  Services  Provider 
(ISP)  for  individuals  and  businesses. 

• NETCOM  has  experienced  rapid  growth  in 
its  subscriber  base,  hitting  the  562,000- 
subscriber  mark  as  of  September  30,  1996, 
up  from  24,800  subscribers  on  July  1,  1994, 


when  the  company  introduced  its 
NetCruiser'^'^  software. 

• NETCOM’s  network  currently  provides 
service  from  more  than  330  local  access 
numbers  worldwide.  NETCOM  has 
expanded  its  offerings  beyond  the  U.S.  to 
Canada,  the  U.K.,  and  Brazil.  The  company 
expects  to  expand  further  into  Europe,  the 
Asia/Pacific  region,  and  the  Americas  during 
1996  and  1997  in  conjunction  with  strategic 
partners. 

• In  September  1996,  NETCOM  announced 
plans  to  begin  regional  expansion  into  Latin 
America  in  partnership  with  Grupo 
Itamarati,  a Brazilian  conglomerate  wdth 
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interests  in  telecommunications  and  other 
businesses. 

• In  April  1996,  NETCOM  launched  its 
NETCOMplete  strategy  and  recast  its 
software  direction  in  order  to  add  value  for 
subscribers.  NETCOMplete  incorporates 
NETCOM’s  NetCruiser  browser  as  well  as 
Netscape  Navigator  as  part  of  the  standard 
client  software  offering  and  provides 
unlimited  Internet  access,  software, 
customizable  personal  services,  and  24-hour 
support  for  a flat  monthly  rate  of  $19.95. 

• In  June  1996,  NETCOM  expanded  the 
NETCOMplete  strategj'  to  include  enhanced 
sex'vices  for  its  business  customers. 

• In  October  1996,  NETCOM  announced  the 
NETCOMplete  Internet  software  package 
for  business  professionals  that  combines 
NETCOM-developed  tools  and  13  third- 
party  Internet  applications  to  support 
productive  use  of  the  Internet. 

• In  August  1996,  NETCOM  became  the  first 
independent  Internet  service  provider  to 
launch  service  availability  through 
Microsoft’s  Internet  Referral  Server 
program. 

• In  February  1996,  NETCOM  announced 
changes  to  its  board  of  directors.  David  W. 
Garrison,  President  and  CEO,  was  elected 
Chairman  of  the  Board,  replacing  Robert  J. 
Rieger,  who  resigned. 

Company  Description 

NETCOM,  founded  in  1988  and  incorporated 

in  August  1992,  provides  Internet  services  to 

individuals  and  businesses  in  the  U.S., 

Canada,  and  the  U.K. 

• Via  its  proprietary  high-speed  TCP/IP-based 
network,  NETCOM  offers  subscribers  an 
Internet  access  solution  that  encompasses 


its  NETCOMplete  software,  integrated  local 
access  services,  personalized  services,  24x7 
customer  support,  and  value  pricing. 

• For  businesses,  NETCOM’s  communications 
solutions  include  high-speed  connectivity, 
Web  site  hosting  and  content  development, 
and  intranet  services. 

NETCOM  has  made  three  public  offerings  of 

its  common  stock  since  its  inception. 

• In  December  1994,  NETCOM  made  an 
initial  public  offering  of  1.85  million  shares 
of  its  common  stock,  raising  net  proceeds  of 
$21.0  million. 

• A second  offering  in  May  1995  of  2.4  million 
shares  generated  net  proceeds  of  $49.5 
million. 

• A third  offering  in  November  1995  of  2.5 
million  shares  generated  $180  million  in 
proceeds. 

Organization  and  Structure 

NETCOM’s  officers  are  listed  below: 


NETCOM  Key  Executives 


Name 

Title 

David  W.  Garrison 

Chairman,  President,  & CEO 

Eric  Goffney 

SVP  Customer  Support 

Michael  Kallet 

SVP  Technology,  Operations, 
and  Support 

Scott  Wills 

SVP  Sales,  Marketing,  and 
On-Line  Services 

Spike  Bloom 

VP  Sales 

B.  J.  Slick 

VP  and  General  Manager, 
Business  Services  Group 

Eric  W.  Spivey 

President,  NETCOM 
International 

C.  T.  Weatherford 

CFO 

Source:  NETCOM 
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The  company’s  headquarters  are  in  San  Jose 
(CA).  Telecommunications  centers  are  in  San 
Jose  and  Dallas. 

• The  Business  Services  Group,  formed  in 
1995,  provides  integrated  solutions, 
including  high-speed  connectivity,  service, 
software,  and  support  to  help  small  and 
medium-sized  businesses  grow  using  the 
Internet.  NETCOM  currently  has  moi’e 
than  2,000  business  accounts. 

• NETCOM  Interactive,  formed  in  June  1996, 
is  a wholly  owned  subsidiary  based  in  Dallas 
that  provides  World  Wide  Web  design  and 
hosting  services  for  small  to  medium-sized 
businesses. 

International  subsidiaries  providing  Internet 
services  are  in  Canada  (NETCOM  Canada, 
Toronto)  and  the  U.K.  (NETCOM  Internet 
Limited). 

Company  Strategy 

NETCOM’s  strategy  is  to  target  individuals 
and  small  to  medium-sized  businesses  that 
use  the  Internet  to  increase  productivity.  The 
company’s  strategy  includes  the  following 
elements: 

• Focus  on  the  higher  margin  business 
market,  as  well  as  individuals  interested  in 
maximizing  their  productivity  on  the 
Internet 

• Offer  simple  pricing  plans  that  promote 
usage  and  retention 

• Adopt  industry  standards  to  maintain  open 
architecture 


• Accelerate  expansion  of  the  network  into 
new  cities  and  increase  capacity  in  existing 
cities 

• Expand  marketing  and  distribution 
channels,  including  additional  strategic 
partnerships;  combine  Internet  service 
experience  with  key  partners’  in-country 
knowledge  and  local  resources  to  provide 
relevant  Internet  services  in  core  markets 
around  the  world 

During  April  1996,  NETCOM  launched  its 
NETCOMplete  and  NETCOMplete  for 
Business  strategies  to  offer  suites  of 
integrated,  value-added  services  at  affordable 
prices. 

• The  NETCOMplete  service  brand  revises 
NETCOM’s  software  strategy  to  incorporate 
NetCruiser  and  third-party  tools  into  all 
NETCOM  software. 

• The  NETCOMplete  for  Business  strategy  is 
targeted  at  small  and  medium-sized 
businesses  and  offers  NETCOM’s  high- 
speed access  options  with  integrated 
software,  service,  and  support  solutions  to 
help  companies  develop  and  implement 
Internet  strategies. 

Financials 

Revenue  for  the  year  ended  December  31, 

1995  was  $52.4  million,  a 324%  increase  over 
1994  revenue  of  $12.3  million.  Net  losses 
were  $14.1  million,  compared  to  $100,000  in 
1994. 

A four-year  financial  summary  appears  on  the 
following  page. 
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NETCOM  On-Line  Communication  Services,  Inc. 
Four-Year  Financial  Summary 
($  Thousands,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992  (a) 

Revenue 

$52,422 

$12,360 

$2,412 

$356 

• Percent  change  from 
previous  year 

324% 

413% 

578% 

— 

Income  (loss)  before  taxes 

$(14,049) 

$(100) 

$239 

$19 

• Percent  change  from 
previous  year 

* 

(142%) 

12% 

— 

Net  income  (loss) 

$(14,064) 

$(100) 

$227 

$19 

• Percent  change  from 
previous  year 

* 

(144%) 

11% 

— 

Earnings  (loss)  per  share 

$(1.68) 

$(0.02) 

$0.04 

$0 

• Percent  change  from 
previous  year 

* 

(150%) 

4% 

* Percent  change  exceeds  1 ,000%. 

(a)  Period  from  August  27,  1992  (the  date  of  incorporation)  to  December  31,  1992. 


NETCOM  management  attributed  revenue 
growth  in  1995  and  1994  to  the  increase  in  the 
number  of  subscribers  due  to  rapid  growth  in 
the  Internet  market,  an  increase  in  the 
number  of  NETCOM  points  of  presence,  and 
the  introduction  of  NetCruiser  software  in 
July  1994.  Continued  expansion  of  the  sales 
force,  promotional  activities,  and  operation 
department  also  contributed  to  the  revenue 
increases. 

Losses  for  1995  and  1994  were  due  to  costs 
associated  with  building  and  increasing  its 
subscriber  base,  including  expenses  for 
personnel,  new  product  development, 
marketing,  and  capital  expenditures. 

• Cost  of  revenues  rose  446%  to  $6.7  million 
in  1994  to  $36.6  million  in  1995,  due  to 
increases  in  data  communication  costs 
associated  with  the  increased  number  of 
subscribers,  expansion  of  customer  services 
and  operations  staff  to  support  growth,  and 
increased  depreciation  expense  relating  to 


capital  expenses  for  points  of  presence 
expansion  and  network  improvements. 

• Product  development  costs  were  $2.2  million 
in  1995,  $327,000  in  1994,  and  $69,000  in 
1993. 

• Sales  and  marketing  expenses  rose  509%, 
from  $3.1  million  in  1994  to  $18.8  million  in 
1995,  due  primarily  to  increased  costs 
associated  with  the  expansion  of  NETCOM’s 
sales  and  marketing  department,  the 
addition  of  management  personnel,  and 
marketing  expenses. 

• General  and  administrative  expenses 
increased  370%,  from  $2.3  million  in  1994  to 
$11.0  million  in  1995,  due  primarily  to 
hiring  additional  administrative  and 
accounting  personnel  and  to  additional 
corporate  facility  costs. 
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Interim  Results 

Revenue  for  the  nine  months  ending 
September  30,  1996  reached  $84.2  million,  a 
157%  increase  over  $32.8  million  for  the  same 
period  a year  ago.  Net  losses  were  $32.8 
million,  compared  with  net  losses  of  $8.6 
million  for  the  same  period  a year  ago. 

• Revenue  growth  was  attributed  to  the 
significant  increase  in  the  number  of 
individual  subscribers  and  dedicated 
connections  due  to  the  growth  in  the 
Internet  market,  the  increase  in  the  number 
of  NETCOM  local  access  areas,  and  the 
release  of  enhancements  to  NetCruiser  and 
NETCOMplete  software,  as  well  as  the 
continued  expansion  of  sales  distribution 
and  promotional  activities.  As  of  September 
30,  1996,  the  subscriber  base  reached 
562,000,  up  141%  from  a year  ago. 

• Net  losses  include  a include  a one-time 
charge  of  $1.2  million  to  reduce  NETCOM’s 
valuation  of  its  investment  in  The  McKinley 
Group,  Inc.  In  early  August,  McIGnley 
signed  a definitive  merger  agx'eement  with 
Excite,  Inc. 

• Losses  were  also  due  to  the  company’s 
international  expansion;  increased  network, 
data  communication,  and  depreciation  costs 
associated  with  the  increased  number  of 
subscribers  and  network  improvements;  and 
expansion  of  the  company’s  sales  and 
marketing  operations. 

Source  of  Revenue 

NETCOM’s  revenues  come  from  monthly 
subscription  fees  (70%  to  80%  of  total 
I’evenue)  and  one-time  registration  fees. 

Market  Financials 

NETCOM’s  revenues  are  derived  fx’om 
providing  Internet  connectivity  sex’vices  to 
individual  and  business  subscxdbers. 


The  company  serves  a range  of  clients  and 
supports  applications  such  as  banking,  sales 
and  marketing,  software  development,  travel, 
entertainment,  publishing,  and  professional 
services. 

Geographic  Markets 

One  hundred  percent  of  the  company’s  1995 
revenue  was  derived  from  the  U.S. 

During  1996,  the  company  will  also  derive 
revenue  from  operations  in  Canada,  the  U.K., 
and  Brazil. 

Acquisitions 

In  August  1995,  NETCOM  acquired  PICnet,  a 
Dallas-based  Internet  sex’vice  provider,  for 
NETCOM  common  stock  valued  at  $1  million. 

• In  addition  to  providing  Internet  access 
services  in  the  Dallas  area,  PICnet  also 
provides  national  Web  page  creation 
services. 

• The  acquisition  expands  NETCOM’s  service 
portfolio  to  include  World  Wide  Web  page 
services  for  businesses  ranging  from  small 
to  Fox’tune  100  companies. 

In  June  1995,  NETCOM  acquired  a 15% 
intex’est  in  The  McKinley  Group,  Inc.,  a 
leading  publisher  of  Internet  content 
directories,  for  $1.5  million  in  cash  and 
NETCOM  common  stock. 

• The  McKinley™  Interxiet  Directory  was 
made  available  to  subscribers  with 
NetCruiser  Vex’sion  2.0. 

• NETCOM  wx'ote  down  its  investment  in 
McKixxley  when  a merger  agreement 
between  McKinley  and  Excite,  Inc.  w'as 
announced  in  August  1996. 
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Employees 

As  of  December  31,  1995,  the  company  had 
508  employees  (up  from  153  employees  on 
December  31,  1994),  segmented  as  follows: 


Marketing  and  distribution 136 

Software  development 38 

Operations 132 

Customer  support 124 

General  and  administration 78 


508 

The  company  currently  has  more  than  700 
employees. 

Key  Products  and  Services 

NETCOM  provides  various  competitively 
priced  Internet  access  services  in  two 
categories — Dial-Up  Accounts  for  individuals 
who  connect  to  the  Inteimet  via  a modem  and 
Network  Accounts,  principally  for  business 
users  who  connect  to  the  Internet  via 
dedicated  telecommunications  lines. 

NETCOM  provides  subscribers  with  access  to 
the  full  range  of  available  Internet 
applications,  including  electronic  mail, 
Internet  Relay  Chat,  the  World  Wide  Web, 
USENET  news  groups,  databases  and  public 
domain  software. 

Dial-  Up  Accounts 

The  company’s  new  service  brand — 
NETCOMplete — incorporates  Internet  access, 
software,  service,  support,  and  value  pricing 
to  provide  individuals  with  an  integrated 
Internet  solution. 

• Dial-up  subscribers  can  access  the  Internet 
in  most  instances  via  a local  phone  call 
through  NETCOM’s  national  network  or  a 
low-cost  800  number.  NETCOM  continues 
to  deploy  ISDN  service  on  a region-by-region 
basis  and  is  evaluating  the  viability  of  cable 
and  ADSL  access  for  its  customers. 


• In  July  1996,  NETCOM  completed  an 
upgrade  to  its  network  backbone  with  45 
Mbps  ATM  high-speed  telecommunications 
transmission  technology,  providing 
increased  network  bandwidth,  availability, 
and  accessibility. 

• All  NETCOM  software  now  carries  the 
NETCOMplete  brand  and  includes  not  only 
NETCOM’s  NetCruiser  browser  software, 
but  tools  such  as  Netscape  Navigator  and 
Microsoft  Internet  Explorer. 

• Subscribers  are  supported  through  support 
centers  in  San  Jose  (CA)  and  Dallas  (TX). 

• The  complete  service  is  priced  at  $19.95  for 
unlimited  access  and  all  Personal  Services, 
with  a first-month  rate  of  $5. 

• NETCOMplete  for  Macintosh,  released  in 
June  1996,  is  NETCOM’s  first  software 
product  for  Apple  Computer’s  Macintosh 
platforms.  It  provides  the  Netscape 
Navigator  browser,  news  reader,  e-mail, 
FTP,  and  Gopher  clients.  The  news  and  e- 
mail  clients  are  customized  access  to 
NETCOM’s  mail  and  news  server.  In 
addition,  the  software  incorporates 
Quarterdeck  Corporation’s  Global  Chat  IRC 
(Internet  Relay  Chat)  client. 

• NETCOMplete  for  Windows  was  also 
released  in  June  1996.  In  addition  to  the  e- 
mail,  news  reader,  IRC,  FTP,  Gopher, 
Telnet,  and  Finger  clients  found  in  previous 
versions  of  NETCOM’s  software, 
NETCOMplete  for  Windows  contains  a 
customized  version  of  Netscape’s  Navigator 
browser. 

• NETCOMplete  software  for  Macintosh  or 
Windows  provides  accessibility  to  all 
components  of  the  NETCOMplete  service, 
including  nationwide  access,  customizable 
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Personal  Services,  and  24-hour  customer 
support. 

NETCOM’s  Personal  Services  include  a 
variety  of  subscription-inclusive  services  that 
directly  address  the  professional  Internet  user 
requirement  for  easy  access  to  information 
that  is  personalized  and  focused  on  their 
specific  intranets.  Personal  Services, 
available  free  to  NETCOM  subscribers  as  part 
of  their  $19.95  monthly  flat  rate,  currently 
include  the  following  services: 

• PersonalPage  is  a template-based  Web 
authoring  and  hosting  service  to  help  users 
easily  establish  an  identity  on  the  Web.  It  is 
targeted  at  individual  subscribers  and  small 
businesses. 

• PersonalNews  is  a customized  news  page 
delivered  to  subscribers’  e-mail  boxes  each 
work-day  morning.  It  is  provided  through  a 
joint  marketing  agreement  with  Individual, 
Inc. 

• Personal  Investment,  developed  for 
NETCOM  by  Telescan,  Inc.,  provides 
subscribers  wdth  on-line  financial,  corporate, 
and  market  information  as  w'ell  as 
analytical  tools  with  which  to  use  the 
Internet  to  track  current  and  potential 
investments. 

NETCOMplete  for  Business 
NETCOM’s  new  strategy  to  address  the 
business  market — NETCOMplete  for 
Business — was  announced  in  June  1996.  The 
strategy  is  geared  to  help  small  and  medium- 
sized companies  implement  the  Internet  and 
provide  them  with  a migration  path  as  they 
extend  their  use  of  the  Internet  as  a business 
medium. 

NETCOMplete  for  Business  is  comprised  of 
five  strategic  components  as  follows: 


• Complete  Access — Through  high-speed 
access  options,  customers  can  connect  to 
NETCOM’s  nationwide  fiber-optic  network 
from  more  than  330  local  points  in  North 
America.  Access  options  include  dedicated 
dial,  ISDN,  56  Kpbs  frame  relay,  Tl,  dual 
Tl,  and  fractional  T3.  To  support  access 
services,  NETCOM  provides 
communications  hardware  and 
configuration  management. 

• Complete  Service — Through  NETCOM 
Interactive,  NETCOM  offers  a multitiered 
Web  hosting  service  providing  customers 
with  a choice  of  virtual  site  hosting, 
whereby  a Web  site  resides  on  a shared 
NETCOM  server,  or  a full  dedicated  server 
solution,  wdth  server  space  from  5 MB  to  2 
GB.  In  addition  to  hosting  services, 
NETCOM  offers  Web  site  development  and 
consultative  services.  NETCOM  also  offers 
security  solutions  in  support  of  intranet 
solutions. 

• Complete  Software — NETCOM  is 
integrating  third-party  software  with  its 
access  offerings  to  address  security, 
electronic  commerce,  site  management,  and 
intranet  requirements. 

- In  April  1996,  NETCOM  and  iCat 
Corporation  announced  NetCat,  an 
electronic  commerce  solution  that  allows 
NETCOM  business  customers  to  develop 
catalogs  and  be  conducting  on-line 
transactions  within  a week. 

- In  July  1996,  NETCOM  announced 
customized  security  solutions  for  small 
and  medium-sized  businesses  that 
combine  assessment  and  implementation 
services  with  third-party  hardware  and 
software  products.  NETCOM  will  provide 
a customized  configuration  that  is 
integrated,  tested,  and  certified.  Initial 
certified  solutions  include  firewall  router 
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hardware  from  Livingston  Enterprises, 
Inc.  and  Black  Hole  3.0  firewall  software 
from  Milkyway  Networks. 

• Complete  Support — NETCOM  has  a 
dedicated  support  group  for  business 
customers  with  a sepai’ate  toll-free  number 
that  is  staffed  24  hours  a day,  seven  days  a 
week,  as  well  as  e-mail  that  is  answered 
weekdays  within  24  hours.  In  addition  to 
technical  support,  NETCOM’s  Network 
Operations  Center  staff  supports  customers 
with  network  equipment  initialization  and 
testing,  network  activation,  newsfeed  setup, 
network  monitoring,  and  repair 
coordination. 

• Complete  Value — Web  hosting  prices  range 
from  about  $75  to  $1, 000/month;  dedicated 
access  options  range  between  $225  and 
$6,000/month;  discounts  are  available  on 
multiple  user  access  accounts  for  businesses 
with  remote  locations  and  mobile  work 
forces. 

Network  Accounts 

NETCOM  offers  network  accounts  for 
Internet  service  at  various  speeds,  including 
28.8  Kbps,  56  Kbps  and  T-1  levels,  depending 
on  the  customei'’s  needs. 

There  are  no  usage  charges  for  any  of 
NETCOM’s  network  accounts  and  USENET 
news  feed  and  E-mail  services  are  provided  at 
no  additional  charge. 

Network  connection  for  the  56  Kbps  and  T-1 
services  I’equires  the  customer  to  obtain  a 
leased  line  from  the  local  telephone  company. 

NETCOM  charges  $160  to  $180  per  service 
connection  per  month  for  its  14.4  Kbps 
service,  $400  for  its  56  Kbps  service  and 
$1,000  for  its  T-1  service. 


NETCOM  also  offers  a FrameConnect  service 
that  provides  an  Internet  connection  based  on 
frame  relay  technology  provided  by  local 
telephone  carriers. 

As  of  October  1996,  NETCOM  had  more  than 
2,000  network  accounts. 

Customer  Suppoi't 

NETCOM  provides  network  monitoring  and 
subscriber  assistance  services  24  hours  a day, 
seven  days  a week.  Most  support  personnel 
respond  to  telephone  inquiries,  although  a 
number  of  staff  ai’e  also  dedicated  to 
responding  to  e-mail  inquiries. 

Support  centers  are  in  San  Jose  (CA)  and 
Dallas  (TX). 

Clients 

NETCOM  has  more  than  562,000  subscribers. 

Marketing  and  Sales 

NETCOM’s  primary  focus  is  individuals  and 
small  to  medium-sized  businesses  that  use  the 
Internet  to  increase  productivity. 

NETCOM  uses  multiple  channels  to  market 
and  distribute  its  services  as  follows: 

• Retail  Distribution.  NETCOMplete 
software  is  available  directly  from  NETCOM 
as  well  as  more  than  5,200  retail  outlets 
nationwide.  NETCOM  distributes 
NETCOMplete  through  master  resellers 
such  as  Merisel  and  Ingram  Micro  and 
directly  through  major  computer  retail 
chains  such  as  Best  Buy,  CompUSA,  Fry’s 
Electronics,  MicroCenter,  NeoStar,  Software 
City,  and  Incredible  Universe. 

• OEM  Bundling.  OEM  arrangements  with 
computer,  hardware,  and  modem 
manufacturers  and  computer  book 
publishers  account  for  a significant  portion 
of  NETCOM’s  new  accounts.  Computer  and 
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hardware  manufacturer  OEM  partners 
include  Acer  America  Corporation,  Canon, 
Diamond  Multimedia  Systems,  Epson 
America,  and  NEC.  NETCOM  has  VAR 
relationships  with  Ameridata  and 
WorldCom  to  offer  NETCOM’s  Internet  dial- 
up and  network  access  services.  NETCOM 
also  has  bundling  arrangements  with 
certain  software  companies,  including 
NetManage,  Netscape,  Quarterdeck, 

Artisoft,  and  Global  Village. 

• Direct  Sales.  Until  the  July  1994 
introduction  of  NetCruiser,  NETCOM  sold 
its  Internet  access  services  almost 
exclusively  through  its  direct  sales  force 
responding  to  inbound  calls  and  e-mail. 
NETCOM  continues  to  maintain  a direct 
sales  force  to  respond  to  subscription 
inquiries. 

• Educational  Institutions.  NETCOM 
markets  its  Internet  access  services  and 
software  to  educational  institutions.  This 
includes  selling  through  educational 
institutions,  especially  higher  education 
institutions. 

- NETCOM  has  entered  into  an  agreement 
with  the  National  Association  of  College 
Stores  to  distribute  NetCruiser  to  college 
campuses  nationwide. 

- NETCOM  is  enhancing  and  hosting  the 
NetDay  ‘96  Web  site  and  offers  a series  of 
pricing  and  service  programs  in  support  of 
the  effort  to  provide  Internet  access  to 
schools  across  the  country. 

- Past  education-related  initiatives  in  which 
NETCOM  has  participated  include  the 
Internet  Discovery  Program,  Student 
Program,  Educator  Account  Program,  and 
Dedicated  Services  for  Education.  These 
services  provide  teachers  and  students 
with  educational  materials,  low-cost 


access  packages,  and  dedicated  Web 
hosting  and  connection  services. 

NETCOM’s  Affinity  Program  assists 
organizations  in  bringing  their  customers  or 
membership  onto  the  World  Wide  Web  using 
NETCOM’s  nationwide  network.  As  part  of 
the  program,  NETCOM  provides  free 
NetCruiser  software  and  various 
customization  services. 

Marketing  efforts  for  network  accounts 
include  promotional  arrangements  with 
Internet  training  businesses  and  exhibitions 
at  industry  trade  shows. 

NETCOM  also  seeks  to  establish  relationships 
with  information  providers  that  allow’ 
NETCOM  indirect  access  to  large  numbers  of 
potential  customers.  For  example,  NETCOM 
has  an  agreement  with  Auto-Graphics,  Inc.,  a 
provider  of  information  services  to  libraries 
nationwide,  to  provide  Internet  connectivity 
services  to  Auto-Graphics’  customers  on  an 
exclusive  basis. 

NETCOM’s  network  accounts  are  also 
marketed  through  value-added  resellers  and 
systems  integration  companies  that  provide 
turnkey  solutions  to  companies  desiring 
Internet  connectivity,  including  network 
integration  and  security  measures. 

Alliances 

NETCOM  is  a founding  member  of  NetFX — a 
consortium  formed  to  deliver  an  open 
interoperability  standard  for  Internet 
software,  hardware,  content  and  services  that 
will  enable  users  to  access  real-time 
multimedia  on  the  World  Wide  Web  using 
ISDN  technology. 

In  September  1996,  NETCOM  announced  that 
it  would  form  an  equity  partnership  with 
Brazlian  conglomerate  Grupo  Itamarati  to 
begin  regional  expansion  into  Latin  America. 
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• Through  this  new  partnership,  NETCOM 
plans  to  begin  offering  localized  Internet 
services  to  the  Brazilian  market,  initially 
focusing  on  the  business  market. 

• The  partnership  will  provide  NETCOM  with 
strategic  regional  advantages,  including 
marketing,  distribution  channels,  network 
infrastructure,  and  localization  expertise. 

• NETCOM  expects  to  leverage  the  ventui'e  as 
a stepping  stone  to  the  rest  of  South 
America. 

In  March  1996,  NETCOM  announced  an 
agreement  with  Microsoft  whereby  NETCOM 
will  make  Microsoft  Internet  Explorer 
available  to  its  subscribers  and  partners 
through  all  of  its  distribution  channels. 

- In  July  1996,  NETCOM  and  Mici'osoft 
announced  an  agreement  to  distribute 
each  other’s  products  and  services  globally 
via  their  respective  channels.  NETCOM’s 
services  are  now  available  on  Microsoft’s 
Internet  Referral  Server,  enabling  users  to 
subscribe  to  the  NETCOMplete  Internet 
service  directly  from  Windows  or  Internet 
Explorer  3.0.  The  NETCOMplete  service, 
featuring  Internet  Explorer  as  the  primary 
browser,  is  offered  to  Window's  customers 
worldwide  by  NETCOM. 

- In  August  1996,  NETCOM  announced 
service  availability  through  Microsoft’s 
Internet  Referral  Server  program.  To 
subscribe  to  NETCOM’s  service,  the  first- 
time user  launches  Internet  Explorer  from 
the  Windows  desktop  and  is  automatically 
connected  to  the  Microsoft  Global 
Network.  Once  the  user  selects  NETCOM, 
he  or  she  is  connected  to  NETCOM’s 
registration  server.  After  on-line 
registration  is  complete,  the  Referral 
Server  will  establish  an  automatic 
connection  wdth  the  local  NETCOM  access 


number  each  subsequent  time  Internet 
Explorer  is  launched. 

- The  two  companies  are  also  working 
together  to  facilitate  easy  ISDN 
connectivity  through  distribution  of  the 
ISDN  Accelerator  Pack  for  Window's  95, 
and  on  the  delivery  of  Internet-based 
information  services  using  Microsoft 
Internet  Information  Server. 

In  March  1996,  NETCOM  announced  an 
agreement  with  Netscape  enabling  NETCOM 
to  offer  its  subscribers  Netscape  Navigator  as 
a preferred  Internet  client  operating  within 
NETCOM’s  NetCruiser  software  platform. 

In  February  1996,  NETCOM  formed  an 
alliance  with  SCO  for  NETCOM  to  provide 
SCO  VARs  and  business  customers  with  high- 
speed, dedicated  connections  to  the  Internet. 

NETCOM  has  an  agreement  with  SurfM' atch 
Software,  Inc.  whereby  NETCOM  offers 
SurfWatch’s  parental  control  capabilities  to 
NETCOM  subscribers. 

In  early  1995,  NETCOM  joined  forces  with  the 
San  Jose  Mercury  News  to  bring  the  daily 
newspaper  to  the  World  Wide  Web. 

Competition 

NETCOM  competes  with  the  following 
categories  of  companies: 

• International,  national,  and  regional 
commercial  Internet  service 
providers — Performance  Systems 
International,  Bolt  Beranek  & Newman,  Inc. 
and  UUNET  Technologies 

• On-line  services  companies — America 
Online,  Inc.  and  CompuServe  Incorporated 

• Computer  hardware  and  software  and  other 
technology  companies — ^IBM  and  Microsoft 
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• National  long-distance  carriers — AT&T, 

MCI,  and  Sprint 

• Regional  telephone  companies — Pacific  Bell 
and  Bell  Atlantic 

• Cable  operators — Tele-Communications,  Inc. 

• Nonprofit  or  educational  Internet  service 
providers 

Assessment 

NETCOM’s  strengths  include: 

• Sole  focus  is  on  Internet  services 

• Reliable,  high-speed  digital  connectivity 


• Packaged  solutions  for  individuals, 
businesses,  and  educational  institutions 
using  the  Internet  to  increase  productivity 

• Competitive  pricing 

• 24-hour  customer  service  and  network 
operations  center  support 

• Well-established  distribution  channels 

Challenges  over  the  coming  year  include: 

• Managing  rapid  growth 

• Returning  to  profitability 
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Services,  Inc. 


Chairman  & CTO:  Robert  J.  Rieger 

President,  CEO 

& Director:  David  W.  Garrison 

3031  TIsch  Way 
San  Jose,  CA  95128 
Phone:  (408)  983-5950 

Fax:  (408)556-3153 

Internet:  http://www.netcom.com 


Status:  Public 

Employees:  400+  (11/95) 

Revenue,  FYE  12/31/94:  $12,359,600 

Revenue,  9 mo.  ending  9/30/95:  $32,750,0000 


Key  Points 

• NETCOM  On-Line  Communication 
Services,  Inc.  is  a national  provider  of  direct 
Internet  access  services  for  individual  and 
corporate  users. 

• NETCOM  has  experienced  rapid  growth  in 
its  subscriber  base,  reaching  approximately 
232,800  subscribers  as  of  September  30, 
1995,  up  from  24,800  subscribers  on  July  1, 


1994,  when  the  company  introduced  its 
NetCruiser™  software. 

• In  late  September  1995,  NETCOM  opened 
its  200th  local  access  point  (POP  or  point  of 
presence)  ahead  of  projected  end-of-year 
plan. 

• In  November  1995,  NETCOM  announced 
NetCruiser  2. 1 — an  upgrade  to  its 
integrated  Internet  access  software  that 
provides  easier  implementation  of  WinSock 
applications  via  a customizable  toolbar 
feature. 
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• The  acquisition  of  Dallas-based  PICnet  in 
August  1995  expanded  NETCOM’s  business 
services  portfolio  to  include  World  Wide  Web 
Page  creation  services. 

• In  April  1995,  Robert  Rieger,  founder  of 
NETCOM,  appointed  David  Garrison  as 
President  and  CEO  of  the  company.  Mr. 
Rieger  maintains  his  position  as  Chairman 
of  the  Board  and,  in  addition,  has  taken  on 
the  role  of  Chief  Technology  Officer. 

Company  Description 

NETCOM,  founded  in  1988  and  incorporated 

in  August  1992,  provides  Internet  services  to 

individual  and  business  users  in  the  U.S. 

• The  company  offers  subscribers  an  Internet 
access  solution  that  encompasses  its  front- 
end  graphical  interface — ^NetCruiser — 
integrated  local  access  services  and  24-hour 
customer  support. 

• Local  access  is  currently  available  in  more 
than  200  metropolitan  areas  in  40  U.S. 
states.  The  company  plans  to  enter  the 
Canadian  market  by  year’s  end  and  is 
currently  evaluating  strategies  to  meet 
requests  to  provide  service  in  Europe,  Asia 
and  the  Americas. 

NETCOM  has  made  two  public  offerings  of  its 

common  stock  since  its  inception. 

• In  December  1994,  NETCOM  made  an 
initial  public  offering  of  1.85  million  shares 
of  its  common  stock,  raising  net  proceeds  of 
$21.0  million. 

• A second  offering  in  May  1995  of  2.4  million 
shares  generated  net  proceeds  of  $49.5 
mdhon,  which  will  be  used  for  continued 
expansion  of  NETCOM’s 
telecommunications  infrastructure, 
including  an  expansion  in  the  number  of 
POPs. 


Organization  and  Structure 

NETCOM’s  officers  are  listed  below; 


NETCOM  Key  Executives 


Name 

Position 

Robert  J.  Rieger 

Chairman  and  Chief  Technical 
Officer 

David  W.  Garrison 

President  and  CEO 

Warren  J.  Kaplan 

Executive  VP  and  Managing 
Director,  International 

John  Zeisler 

SVP  Marketing 

Rick  C.  Francis 

VP  Software 

Robert  E.  Tomasi 

VP  Operations 

Dennis  P.  David 

VP  Network  Operations 

Donald  P. 
Hutchison 

SVP  Sales 

Eric  Goffney 

SVP  Customer  Support 

Source:  NETCOM 


The  company’s  headquarters  are  in  San  Jose 
(CA).  Telecommunications  centers  are  in  San 
Jose  and  Dallas. 

In  July  1995,  NETCOM  announced  the 
formation  of  a new  division — NETCOM 
Business  Services  Group — to  enhance  its 
Internet  services  for  the  corporate  segment  of 
the  market.  NETCOM  currently  has  more 
than  1,200  business  accounts. 

Company  Strategy 

NETCOM’s  strategy  is  to  capitalize  on  the 
growing  demand  for  Internet  services,  and 
includes  the  following  elements: 

• Focus  on  the  fastest  growing  individual 
subscriber  market 

• Offer  simple  pricing  plans  that  promote 
usage  and  retention 
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• Continue  to  enhance  the  NetCruiser 
software 

• Adopt  industry  standards  to  maintain  open 
architecture 

• Accelerate  expansion  of  its  network  into  new 
cities  and  increase  capacity  in  existing  cities 

• Expand  marketing  and  distribution 
channels 


NETCOM  management  attributed  revenue 
growth  in  1994  to  the  increase  in  the  number 
of  subscribers  due  to  rapid  growth  in  the 
Internet  market,  an  increase  in  the  number  of 
NETCOM  POPs  and  the  introduction  of 
NetCruiser  software  in  July  1994.  The 
continued  expansion  of  the  sales  force, 
promotional  activities  and  operation 
department  also  contributed  to  revenue 
increases. 

Losses  for  1994  were  due  to  costs  associated 
with  building  and  increasing  its  subscriber 
base,  including  expenses  for  personnel,  new 


Financials 

Revenue  for  the  year  ended  December  31, 

1994  was  more  than  $12.3  million,  an  increase 
of  more  than  400%  over  1993  revenue  of  more 
than  $2.4  mdlion.  Net  losses  were  $100,000 
in  1994,  compared  to  net  income  of  $227,000 
in  1993. 

A three-year  financial  summary  follows: 


product  development,  marketing  and  capital 
expenditures. 

• Cost  of  revenues  rose  to  $6.7  milhon  in  1994 
compared  to  $1.1  million  in  1993,  due  to 
increases  in  data  communication  costs 
associated  with  the  increased  number  of 
subscribers,  expansion  of  operations  staff  to 
support  growth  and  increased  depreciation 
expense  relating  to  capital  expenses  for  POP 
expansion  and  network  improvements. 

• Product  development  costs  were  $327,000  in 
1994  compared  to  $69,000  in  1993. 


NETCOM  On-Line  Communication  Services,  Inc. 
Three-Year  Financial  Summary 
($  Thousands,  except  per  share  data) 


Fiscal  Year 

Item 

1994 

1993 

1992  (a) 

Revenue 

$12,359 

$2,412 

$356 

• 

Percent  change  from 

previous  year 

413% 

578% 

~ 

Income  (loss)  before  taxes 

$(100) 

$239 

$19 

• 

Percent  change  from 

previous  year 

(142%) 

12% 

- 

Net  income  (loss) 

$(100) 

$227 

$19 

• 

Percent  change  from 

previous  year 

(144%) 

11% 

- 

Earnings  (loss)  per  share 

$(0.02) 

$0.04 

$0 

• 

Percent  change  from 

previous  year 

(150%) 

4% 

- 

(a)  Period  from  August  27,  1992  (the  date  of  incorporation)  to  December  31,  1992. 
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• Sales  and  marketing  expenses  rose  to  $3.1 
million  in  1994,  compared  to  $371,4000  in 
1993,  due  primarily  to  increased  costs 
associated  with  the  introduction  of 
NetCruiser  in  1994  and  the  continued 
expansion  of  the  sales  and  marketing 
department  and  management  personnel. 

• General  and  administrative  expenses 
increased  from  $596,000  in  1993  to  $2.3 
mdlion  in  1994. 

Interim  Results 

Revenue  for  the  nine  months  ending 
September  30,  1995  reached  $32.8  million,  up 
356%  from  $7.2  miUion  for  the  same  period  in 
1994.  Net  losses  were  $8.6  miUion,  compared 
to  net  income  of  $50,200  for  the  same  period  a 
year  ago. 

• Revenue  growth  was  attributed  to  the 
significant  increase  in  the  subscriber  base, 
which  has  grown  221%  since  the  beginning 
of  the  year. 

• Net  losses  were  due  primarily  to 
telecommunications  costs  related  to  the 
buildout  of  the  network  and  to  subscriber 
acquisition  costs. 

Source  of  Revenue 

NETCOM’s  revenues  come  from  monthly 
subscription  fees  (70%  to  80%  of  total 
revenue)  and  one-time  registration  fees. 

Market  Financials 

NETCOM’s  revenues  are  derived  from 
providing  Internet  connectivity  services  to 
individual  and  business  subscribers. 

The  company  serves  a range  of  chents  and 
supports  applications  such  as  banking,  sales 
and  marketing,  software  development,  travel, 
entertainment,  pubhshing  and  professional 
services. 


Geographic  Markets 

One  hundred  percent  of  the  company’s 
revenue  is  derived  from  the  U.S. 

Acquisitions 

In  August  1995,  NETCOM  acquired  PlCnet,  a 
Dallas-based  Internet  service  provider,  for 
NETCOM  common  stock  valued  at  $1  million. 

• In  addition  to  providing  Internet  access 
services  in  the  Dallas  area,  PlCnet  also 
provides  national  Web  Page  creation 
services. 

• The  acquisition  expands  NETCOM’s  service 
portfolio  to  include  World  Wide  Web  Page 
services  for  businesses  ranging  from  small 
to  Fortune  100  companies. 

In  June  1995,  NETCOM  acquired  a 15% 
interest  in  The  McKinley  Group,  Inc.,  a 
leading  pubhsher  of  Internet  content 
directories  for  $1.5  million  in  cash  and 
NETCOM  common  stock.  The  McKinley™ 
Internet  Directory  was  made  available  to 
subscribers  with  NetCruiser  Version  2.0. 

Employees 

As  of  December  31,  1994,  the  company  had 
153  employees,  segmented  as  follows: 


Marketing  and  sales 34 

Software  development 13 

Operations 32 

Customer  support 50 

General  and  administration 24 


153 

The  company  currently  has  more  than  400 
employees. 
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Key  Products  and  Services 

NETCOM  provides  various  competitively 
priced  Internet  access  services  in  two 
categories — ^Dial-up  Accounts  for  individuals 
who  connect  to  the  Internet  via  a modem  and 
Network  Accounts,  principally  for  business 
users  who  connect  to  the  Internet  via 
dedicated  telecommunications  lines. 

NETCOM  provides  subscribers  with  access  to 
the  fuU  range  of  available  Internet 
applications,  including  electronic  mail, 
Internet  Relay  Chat,  the  World  Wide  Web, 
USENET  news  groups,  databases  and  public 
domain  software. 

Dial-Up  Accounts 

Dial-up  subscribers  can  access  the  Internet  in 
most  instances  via  a local  phone  call  through 
NETCOM’s  national  POP  network  or  a low- 
cost  800  number. 

• NetCruiser  is  NETCOM’s  front-end  software 
that  offers  connectivity  to  the  Internet.  It 
features  a Windows-based  graphical  user 
interface  and  provides  access  to  most 
Internet  resources  such  as  E-mail,  the 
World  Wide  Web  and  USENET  news 
groups.  NetCruiser’s  Internet  navigational 
tools  include  a World  Wide  Web  browser 
that  was  developed  independently  by 
NETCOM.  NetCruiser  supports  modems 
with  dial-up  speeds  between  9,600  bps  and 
28.8  Kbps  and  is  fuUy  compatible  with 
Microsoft  Windows  95. 

• In  November  1995,  NETCOM  announced 
plans  to  provide  nationwide  ISDN  access  for 
business  and  personal  consumers  by  the  end 
of  1996. 

• In  April  1995,  NETCOM  announced 
NetCruiser’s  compliance  with  the  WinSock 
object  hbrary,  allowing  other  Internet 
software  compatible  with  this  Windows 


standard  to  work  with  NetCruiser. 
NETCOM  was  the  only  Internet  service 
provider  (ISP)  invited  as  a charter  member 
of  the  WinSock  Interoperability  Lab  project. 

• NetCruiser  2.1,  announced  in  November 
1995,  incorporates  a customizable  toolbar 
for  easier  implementation  of  WinSock 
apphcations.  The  software  also  features 
one-touch  access  to  information  on  a variety 
of  topics  through  The  McKinley  Internet 
Directory,  AP  and  Reuters  newswire  stories 
and  the  InfoSeek  Net  search  tool. 

• NETCOM  has  announced  plans  to  develop  a 
Macintosh  version  of  NetCruiser,  scheduled 
for  avaHabdity  by  the  first  quarter  of  1996. 

• During  the  first  quarter  of  1996,  NETCOM 
subscribers  will  be  able  to  create  their  own 
Web  pages  using  the  NetCruiser  service  for 
personal  publishing.  During  1996, 
NETCOM  plans  to  build  on  this  initial 
offering  to  provide  a range  of  personahzed 
services  for  NetCruiser  customers. 

• NetCruiser  accounts  are  priced  at  $19.95 
per  month  for  up  to  40  hours  of  prime  time 
use  per  month,  plus  unhmited  off-peak  use, 
including  weekends,  and  requires  a $25.00 
one-time  registration  fee. 

Shell  Accounts 

NETCOM  has  existing  shell  accounts  that 
offer  an  access  solution  to  subscribers  who 
have  experience  with  UNIX  and  do  not 
require  a graphical  user  interface  to  access 
the  Internet.  Because  the  company  beheves 
that  the  NetCruiser  dial-up  accounts 
represent  the  most  attractive  opportunity  for 
future  growth,  NETCOM  is  not  currently 
configuring  its  new  POPs  to  support  shell 
accounts. 
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NETCOM’s  existing  shell  accounts  support 
modems  with  dial-up  speeds  between  2,400 
bps  and  28.8  Kbps. 

Shell  account  host  services  are  priced  between 
$17.50  and  $19.95  per  month  and  do  not  have 
connect  time  charges.  Shell  accounts  are 
charged  a one-time  connect  fee  of  $19.95. 

Network  Accounts 

NETCOM  offers  network  accounts  for 
Internet  service  at  various  speeds,  including 
28.8  Kbps,  56  Kbps  and  T-1  levels,  depending 
on  the  customer’s  needs. 

There  are  no  usage  charges  for  any  of 
NETCOM’s  network  accounts  and  USENET 
news  feed  and  E-mail  services  are  provided  at 
no  additional  charge. 

Network  connection  for  the  56  Kbps  and  T-1 
services  require  the  customer  to  obtain  a 
leased  line  from  the  local  telephone  company. 

NETCOM  charges  $160  to  $180  per  service 
connection  per  month  for  its  14.4  Kbps 
service,  $400  for  its  56  Kbps  service  and 
$1,000  for  its  T-1  service. 

NETCOM  also  offers  a FrameConnect  service 
that  provides  an  Internet  connection  based  on 
frame  relay  technology  provided  by  local 
telephone  carriers. 

As  of  October  1,  1995,  NETCOM  had 
approximately  1,200  network  accounts. 

Customer  Support 

NETCOM  provides  network  monitoring  and 
subscriber  assistance  services  24  hours  a day, 
seven  days  a week.  Most  support  personnel 
respond  to  telephone  inquiries,  although  a 
number  of  staff  are  also  dedicated  to 
responding  to  E-mail  inquiries. 


NETCOM  is  taking  steps  to  help  ensure  that 
customer  support  resources  are  matched  with 
projected  increases  in  subscribers  and 
currently  has  more  than  110  customer  service 
representatives. 

Clients 

NETCOM  has  more  than  232,800  subscribers. 

Marketing  and  Sales 

NETCOM’s  primary  focus  is  on  providing 
Internet  services  to  individuals,  the  majority 
subscribing  to  NetCruiser  dial-up  services. 

NETCOM’s  current  strategy  is  to  sell  its 
service  by  distributing  the  NetCruiser 
software  at  low  price  points  and  expanding 
the  channels  of  distribution  for  its  NetCruiser 
software  in  order  to  rapidly  grow  its 
subscriber  base. 

NETCOM  uses  multiple  channels  to  market 
and  distribute  its  services  as  follows: 

• Retail  Distribution.  NetCruiser  software  is 
available  directly  from  NETCOM  as  well  as 
more  than  5,000  retail  outlets  nationwide. 
NetCruiser  diskettes  are  sold  by  retailers 
for  approximately  $4.95  and  NetCruiser 
Plus,  which  is  a boxed  product  including 
NetCruiser  software  and  two  third-party 
Internet  books,  retails  for  between  $30  and 
$45.  NETCOM  distributes  NetCruiser 
through  master  resellers  such  as  Merisel 
and  Ingram  Micro  and  directly  through 
major  computer  retail  chains  such  as 
CompUSA,  Fry’s  Electronics,  MicroCenter, 
Software  City,  Radio  Shack  and  Incredible 
Universe. 

• OEM  Bundling.  OEM  arrangements  with 
computer  and  modem  manufacturers  and 
computer  book  pubhshers  account  for  a 
significant  portion  of  NETCOM’s  new 
accounts.  Computer  manufacturer  OEM 
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partners  include  Acer  America  Corporation, 
Canon,  Epson  America  and  NEC.  NETCOM 
has  bundling  arrangements  with  certain 
software  companies,  including  Artisoft, 
Global  Village,  Diamond  Multimedia  and 
Landmark  Research. 

• Direct  Sales.  Until  the  July  1994 
introduction  of  NetCruiser,  NETCOM  sold 
its  Internet  access  services  almost 
exclusively  through  its  direct  sales  force 
responding  to  inbound  calls  and  E-mail. 
NETCOM  continues  to  maintain  a direct 
sales  force  to  respond  to  inquiries  and 
requests  for  dial-up  and  network  account 
services. 

• Educational  Institutions.  NETCOM  also 
sells  NetCruiser  through  educational 
institutions  and  has  entered  into  an 
agreement  with  the  National  Association  of 
College  Stores  to  distribute  NetCruiser  to 
college  campuses  nationwide. 

NETCOM’s  Affinity  Program  assists 
organizations  in  bringing  their  customers  or 
membership  onto  the  World  Wide  Web  using 
NETCOM’s  nationwide  network.  As  part  of 
the  program,  NETCOM  provides  free 
NetCruiser  software  and  various 
customization  services. 

Marketing  efforts  for  network  accounts 
include  promotional  arrangements  with 
Internet  training  businesses  and  exhibitions 
at  industry  trade  shows. 

NETCOM  also  seeks  to  estabhsh  relationships 
with  information  providers  that  allow 
NETCOM  indirect  access  to  large  numbers  of 
potential  customers.  For  example,  NETCOM 
has  an  agreement  with  Auto-Graphics,  Inc,  a 
provider  of  information  services  to  libraries 
nationwide,  to  provide  Internet  connectivity 
services  to  Auto-Graphics’  customers  on  an 
exclusive  basis. 


NETCOM  is  also  developing  relationships 
with  hardware  manufacturers  to  promote  the 
marketing  of  its  connectivity  services  through 
value-added  reseller  marketing  channels. 

• In  September  1994,  Sun  Microsystems 
named  NETCOM  as  its  Internet 
connectivity  partner  in  connection  with  its 
newly  developed  Netra  service. 

• NETCOM  conducted  a nationwide 
collaborative  promotional  tour  as  the 
Internet  Service  Provider  partner  of  Silicon 
Graphics  for  its  WEBforce  product  line. 

NETCOM’s  network  accounts  are  also 
marketed  through  value-added  resellers  and 
system  integration  companies  that  provide 
turnkey  solutions  to  companies  desiring 
Internet  connectivity,  including  network 
integration  and  security  measures. 

Alliances 

NETCOM  is  a founding  member  of  NetFX — a 
new  consortium  formed  to  deliver  an  open 
interoperability  standard  for  Internet 
software,  hardware,  content  and  services  that 
will  enable  users  to  access  real-time 
multimedia  on  the  World  Wide  Web  using 
ISDN  technology. 

NETCOM  has  also  formed  alliances  to  provide 
Internet  network  access  to  a range  of  software 
companies,  including  Wollongong, 

NetManage,  Netscape  Personal  Edition  and 
Quarterdeck. 

In  early  1995,  NETCOM  joined  forces  with  the 
San  Jose  Mercury  News  to  bring  the  daily 
newspaper  to  the  World  Wide  Web. 

In  July  1995,  NETCOM  signed  a non- 
exclusive agreement  with  LDDS  WorldCom,  a 
U.S. -based  long-distance  carrier,  to  provide 
LDDS’  customers  Internet  access  services 
through  NETCOM. 
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In  June  1995,  NETCOM  announced  that  it 
had  selected  The  McKinley  Internet  Directory 
as  the  directory  of  choice  for  its  subscriber 
base.  In  addition,  NETCOM  has  announced 
that  it  has  made  an  investment  in  The 
McKinley  Group. 

In  May  1995,  NETCOM  announced  that 
Canon  Computer  Systems,  Inc.  had  selected 
NETCOM  as  the  Internet  access  provider  for 
its  new  hne  of  personal  computers,  which  will 
be  Internet-ready  and  pre-loaded  with  the 
NetCruiser  software. 

Competition 

NETCOM  competes  with  the  following 
categories  of  companies: 

• National  and  regional  commercial  Internet 
service  providers — ^Performance  Systems 
International,  Bolt  Beranek  & Newman,  Inc. 
and  UUNET  Technologies 

• On-line  services  companies — America 
Online,  Inc.,  CompuServe  Incorporated, 
Prodigy  Services  Company,  Genie  and 
Delphi  Internet  Services 

• Computer  hardware  and  software  and  other 
technology  companies — ^IBM  and  Microsoft 

• National  long-distance  carriers — AT&T, 

MCI  and  Sprint 

• Regional  telephone  companies — ^Pacific  Bell 

• Cable  operators — ^Tele-Communications,  Inc. 

• Nonprofit  or  educational  Internet  service 
providers 

Assessment 

NETCOM’s  strengths  include: 

• Reliable,  high-speed  digital  connectivity 


• Easy-to-install  and  use  NetCruiser  software 

• Competitive  pricing 

• Nationwide  POP  network 

• 24-hour  customer  service  and  network 
operations  center  support 

• Well-estabhshed  distribution  channels 
Challenges  over  the  coming  year  include: 

• Managing  rapid  growth 

• Returning  to  profitability 
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Key  Points 

• NETCOM  On-Line  Communication 
Services,  Inc.  is  a national  provider  of  direct 
Internet  access  services  for  individual  and 
corporate  users. 

• NETCOM  has  experienced  rapid  growth  in 
its  subscriber  base,  reaching  approximately 
232,800  subscribers  as  of  September  30, 
1995,  up  from  24,800  subscribers  on  July  1, 


1994,  when  the  company  introduced  its 
NetCruiser^"^  software. 

• In  late  September  1995,  NETCOM  opened 
its  200th  local  access  point  (POP  or  point  of 
presence)  ahead  of  projected  end-of-year 
plan. 

• In  November  1995,  NETCOM  announced 
NetCruiser  2. 1 — an  upgrade  to  its 
integrated  Internet  access  software  that 
provides  easier  implementation  of  WinSock 
applications  via  a customizable  toolbar 
feature. 
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• The  acquisition  of  Dallas-based  PICnet  in 
August  1995  expanded  NETCOM’s  business 
services  portfolio  to  include  World  Wide  Web 
Page  creation  services. 

• In  April  1995,  Robert  Rieger,  founder  of 
NETCOM,  appointed  David  Garrison  as 
President  and  CEO  of  the  company.  Mr. 
Rieger  maintains  his  position  as  Chairman 
of  the  Board  and,  in  addition,  has  taken  on 
the  role  of  Chief  Technology  Officer. 

Company  Description 

NETCOM,  founded  in  1988  and  incorporated 

in  August  1992,  provides  Internet  services  to 

individual  and  business  users  in  the  U.S. 

• The  company  offers  subscribers  an  Internet 
access  solution  that  encompasses  its  front- 
end  graphical  interface — ^NetCruiser — 
integrated  local  access  services  and  24-hour 
customer  support. 

• Local  access  is  currently  available  in  more 
than  200  metropolitan  areas  in  40  U.S. 
states.  The  company  plans  to  enter  the 
Canadian  market  by  year’s  end  and  is 
currently  evaluating  strategies  to  meet 
requests  to  provide  service  in  Europe,  Asia 
and  the  Americas. 

NETCOM  has  made  two  public  offerings  of  its 

common  stock  since  its  inception. 

• In  December  1994,  NETCOM  made  an 
initial  public  offering  of  1.85  million  shares 
of  its  common  stock,  raising  net  proceeds  of 
$21.0  milhon. 

• A second  offering  in  May  1995  of  2.4  million 
shares  generated  net  proceeds  of  $49.5 
million,  which  will  be  used  for  continued 
expansion  of  NETCOM’s 
telecommunications  infrastructure, 
including  an  expansion  in  the  number  of 
POPs. 


Organization  and  Structure 

NETCOM’s  officers  are  listed  below: 


NETCOM  Key  Executives 


Name 

Position 

Robert  J.  Rieger 

Chairman  and  Chief  Technical 
Officer 

David  W.  Garrison 

President  and  CEO 

Warren  J.  Kaplan 

Executive  VP  and  Managing 
Director,  International 

John  Zeisler 

SVP  Marketing 

Rick  C.  Francis 

VP  Software 

Robert  E.  Tomasi 

VP  Operations 

Dennis  P.  David 

VP  Network  Operations 

Donald  P. 
Hutchison 

SVP  Sales 

Eric  Goffney 

SVP  Customer  Support 

Source:  NETCOM 


The  company’s  headquarters  are  in  San  Jose 
(CA).  Telecommunications  centers  are  in  San 
Jose  and  Dallas. 

In  July  1995,  NETCOM  announced  the 
formation  of  a new  division — ^NETCOM 
Business  Services  Group — to  enhance  its 
Internet  services  for  the  corporate  segment  of 
the  market.  NETCOM  currently  has  more 
than  1,200  business  accounts. 

Company  Strategy 

NETCOM’s  strategy  is  to  capitalize  on  the 
growing  demand  for  Internet  services,  and 
includes  the  following  elements: 

• Focus  on  the  fastest  growing  individual 
subscriber  market 

• Offer  simple  pricing  plans  that  promote 
usage  and  retention 
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• Continue  to  enhance  the  NetCruiser 
software 

• Adopt  industry  standards  to  maintain  open 
architecture 

• Accelerate  expansion  of  its  network  into  new 
cities  and  increase  capacity  in  existing  cities 

• Expand  marketing  and  distribution 
channels 


NETCOM  management  attributed  revenue 
growth  in  1994  to  the  increase  in  the  number 
of  subscribers  due  to  rapid  growth  in  the 
Internet  market,  an  increase  in  the  number  of 
NETCOM  POPs  and  the  introduction  of 
NetCruiser  software  in  July  1994.  The 
continued  expansion  of  the  sales  force, 
promotional  activities  and  operation 
department  also  contributed  to  revenue 
increases. 

Losses  for  1994  were  due  to  costs  associated 
with  building  and  increasing  its  subscriber 
base,  including  expenses  for  personnel,  new 


Financials 

Revenue  for  the  year  ended  December  31, 

1994  was  more  than  $12.3  million,  an  increase 
of  more  than  400%  over  1993  revenue  of  more 
than  $2.4  million.  Net  losses  were  $100,000 
in  1994,  compared  to  net  income  of  $227,000 
in  1993. 

A three-year  financial  summary  follows: 


product  development,  marketing  and  capital 
expenditures. 

• Cost  of  revenues  rose  to  $6.7  million  in  1994 
compared  to  $1.1  million  in  1993,  due  to 
increases  in  data  communication  costs 
associated  with  the  increased  number  of 
subscribers,  expansion  of  operations  staff  to 
support  growth  and  increased  depreciation 
expense  relating  to  capital  expenses  for  POP 
expansion  and  network  improvements. 

• Product  development  costs  were  $327,000  in 
1994  compared  to  $69,000  in  1993. 


NETCOM  On-Line  Communication  Services,  Inc. 
Three-Year  Financial  Summary 
($  Thousands,  except  per  share  data) 


Fiscal  Year 

Item 

1994 

1993 

1992  (a) 

Revenue 

$12,359 

$2,412 

$356 

• 

Percent  change  from 

previous  year 

413% 

578% 

- 

Income  (loss)  before  taxes 

$(100) 

$239 

$19 

• 

Percent  change  from 

previous  year 

(142%) 

12% 

- 

Net  income  (loss) 

$(100) 

$227 

$19 

• 

Percent  change  from 

previous  year 

(144%) 

11% 

- 

Earnings  (loss)  per  share 

$(0.02) 

$0.04 

$0 

• 

Percent  change  from 

previous  year 

(150%) 

4% 

- 

(a)  Period  from  August  27,  1992  (the  date  of  incorporation)  to  December  31,  1992. 
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• Sales  and  marketing  expenses  rose  to  $3. 1 
million  in  1994,  compared  to  $371,4000  in 
1993,  due  primarily  to  increased  costs 
associated  with  the  introduction  of 
NetCruiser  in  1994  and  the  continued 
expansion  of  the  sales  and  marketing 
department  and  management  personnel. 

• General  and  administrative  expenses 
increased  from  $596,000  in  1993  to  $2.3 
million  in  1994. 

Interim  Results 

Revenue  for  the  nine  months  ending 
September  30,  1995  reached  $32.8  million,  up 
356%  from  $7.2  miUion  for  the  same  period  in 
1994.  Net  losses  were  $8.6  milhon,  compared 
to  net  income  of  $50,200  for  the  same  period  a 
year  ago. 

• Revenue  growth  was  attributed  to  the 
significant  increase  in  the  subscriber  base, 
which  has  grown  221%  since  the  beginning 
of  the  year. 

• Net  losses  were  due  primarily  to 
telecommunications  costs  related  to  the 
buildout  of  the  network  and  to  subscriber 
acquisition  costs. 

Source  of  Revenue 

NETCOM’  s revenues  come  from  monthly 
subscription  fees  (70%  to  80%  of  total 
revenue)  and  one-time  registration  fees. 

Market  Financials 

NETCOM’s  revenues  are  derived  from 
providing  Internet  connectivity  services  to 
individual  and  business  subscribers. 

The  company  serves  a range  of  cHents  and 
supports  applications  such  as  banking,  sales 
and  marketing,  software  development,  travel, 
entertainment,  pubhshing  and  professional 
services. 


Geographic  Markets 

One  hundred  percent  of  the  company’s 
revenue  is  derived  from  the  U.S. 

Acquisitions 

In  August  1995,  NETCOM  acquired  PICnet,  a 
Dallas-based  Internet  service  provider,  for 
NETCOM  common  stock  valued  at  $1  million. 

• In  addition  to  providing  Internet  access 
services  in  the  Dallas  area,  PICnet  also 
provides  national  Web  Page  creation 
services. 

• The  acquisition  expands  NETCOM’s  service 
portfolio  to  include  World  Wide  Web  Page 
services  for  businesses  ranging  from  small 
to  Fortune  100  companies. 

In  June  1995,  NETCOM  acquired  a 15% 
interest  in  The  McKinley  Group,  Inc.,  a 
leading  pubhsher  of  Internet  content 
directories  for  $1.5  million  in  cash  and 
NETCOM  common  stock.  The  McKinley™ 
Internet  Directory  was  made  available  to 
subscribers  with  NetCruiser  Version  2.0. 

Employees 

As  of  December  31,  1994,  the  company  had 
153  employees,  segmented  as  follows; 


Marketing  and  sales 34 

Software  development 13 

Operations 32 

Customer  support 50 

General  and  administration 24 


153 

The  company  currently  has  more  than  400 
employees. 


Page  4 of  8 


©INPUT  1995.  Reproduction  prohibrted. 


NETCOM 
November  1995 


INPUT  Vendor  Profile 


Key  Products  and  Services 

NETCOM  provides  various  competitively 
priced  Internet  access  services  in  two 
categories — ^Dial-up  Accounts  for  individuals 
who  connect  to  the  Internet  via  a modem  and 
Network  Accounts,  principally  for  business 
users  who  connect  to  the  Internet  via 
dedicated  telecommunications  hnes. 

NETCOM  provides  subscribers  with  access  to 
the  full  range  of  available  Internet 
applications,  including  electronic  mad, 
Internet  Relay  Chat,  the  World  Wide  Web, 
USENET  news  groups,  databases  and  pubhc 
domain  software. 

Dial-Up  Accounts 

Dial-up  subscribers  can  access  the  Internet  in 
most  instances  via  a local  phone  caU  through 
NETCOM’s  national  POP  network  or  a low- 
cost  800  number. 

• NetCruiser  is  NETCOM’s  front-end  software 
that  offers  connectivity  to  the  Internet.  It 
features  a Windows-based  graphical  user 
interface  and  provides  access  to  most 
Internet  resources  such  as  E-mail,  the 
World  Wide  Web  and  USENET  news 
groups.  NetCruiser’s  Internet  navigational 
tools  include  a World  Wide  Web  browser 
that  was  developed  independently  by 
NETCOM.  NetCruiser  supports  modems 
with  dial-up  speeds  between  9,600  bps  and 
28.8  Kbps  and  is  fuUy  compatible  with 
Microsoft  Windows  95. 

• In  November  1995,  NETCOM  announced 
plans  to  provide  nationwide  ISDN  access  for 
business  and  personal  consumers  by  the  end 
of  1996. 

• In  April  1995,  NETCOM  announced 
NetCruiser’s  compliance  with  the  WinSock 
object  hbrary,  allowing  other  Internet 
software  compatible  with  this  Windows 


standard  to  work  with  NetCruiser. 
NETCOM  was  the  only  Internet  service 
provider  (ISP)  invited  as  a charter  member 
of  the  WinSock  Interoperability  Lab  project. 

• NetCruiser  2.1,  announced  in  November 
1995,  incorporates  a customizable  toolbar 
for  easier  implementation  of  WinSock 
apphcations.  The  software  also  features 
one-touch  access  to  information  on  a variety 
of  topics  through  The  McKinley  Internet 
Directory,  AP  and  Reuters  newswire  stories 
and  the  InfoSeek  Net  search  tool. 

• NETCOM  has  announced  plans  to  develop  a 
Macintosh  version  of  NetCruiser,  scheduled 
for  availability  by  the  first  quarter  of  1996. 

• During  the  first  quarter  of  1996,  NETCOM 
subscribers  will  be  able  to  create  their  own 
Web  pages  using  the  NetCruiser  service  for 
personal  publishing.  During  1996, 
NETCOM  plans  to  build  on  this  initial 
offering  to  provide  a range  of  personahzed 
services  for  NetCruiser  customers. 

• NetCruiser  accounts  are  priced  at  $19.95 
per  month  for  up  to  40  hours  of  prime  time 
use  per  month,  plus  unlimited  off-peak  use, 
including  weekends,  and  requires  a $25.00 
one-time  registration  fee. 

Shell  Accounts 

NETCOM  has  existing  shell  accounts  that 
offer  an  access  solution  to  subscribers  who 
have  experience  with  UNIX  and  do  not 
require  a graphical  user  interface  to  access 
the  Internet.  Because  the  company  beheves 
that  the  NetCruiser  dial-up  accounts 
represent  the  most  attractive  opportunity  for 
future  growth,  NETCOM  is  not  currently 
configuring  its  new  POPs  to  support  shell 
accounts. 
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NETCOM’s  existing  shell  accounts  support 
modems  with  dial-up  speeds  between  2,400 
bps  and  28.8  Kbps. 

Shell  account  host  services  are  priced  between 
$17.50  and  $19.95  per  month  and  do  not  have 
connect  time  charges.  Shell  accounts  are 
charged  a one-time  connect  fee  of  $19.95. 

Network  Accounts 

NETCOM  offers  network  accounts  for 
Internet  service  at  various  speeds,  including 
28.8  Kbps,  56  Kbps  and  T-1  levels,  depending 
on  the  customer’s  needs. 

There  are  no  usage  charges  for  any  of 
NETCOM’s  network  accounts  and  USENET 
news  feed  and  E-mail  services  are  provided  at 
no  additional  charge. 

Network  connection  for  the  56  Kbps  and  T- 1 
services  require  the  customer  to  obtain  a 
leased  line  from  the  local  telephone  company. 

NETCOM  charges  $160  to  $180  per  service 
connection  per  month  for  its  14.4  Kbps 
service,  $400  for  its  56  Kbps  service  and 
$1,000  for  its  T-1  service. 

NETCOM  also  offers  a FrameConnect  service 
that  provides  an  Internet  connection  based  on 
frame  relay  technology  provided  by  local 
telephone  carriers. 

As  of  October  1,  1995,  NETCOM  had 
approximately  1,200  network  accounts. 

Customer  Support 

NETCOM  provides  network  monitoring  and 
subscriber  assistance  services  24  hours  a day, 
seven  days  a week.  Most  support  personnel 
respond  to  telephone  inquiries,  although  a 
number  of  staff  are  also  dedicated  to 
responding  to  E-mail  inquiries. 


NETCOM  is  taking  steps  to  help  ensure  that 
customer  support  resources  are  matched  with 
projected  increases  in  subscribers  and 
currently  has  more  than  110  customer  service 
representatives. 

Clients 

NETCOM  has  more  than  232,800  subscribers. 

Marketing  and  Sales 

NETCOM’s  primary  focus  is  on  providing 
Internet  services  to  individuals,  the  majority 
subscribing  to  NetCruiser  dial-up  services. 

NETCOM’s  current  strategy  is  to  sell  its 
service  by  distributing  the  NetCruiser 
software  at  low  price  points  and  expanding 
the  channels  of  distribution  for  its  NetCruiser 
software  in  order  to  rapidly  grow  its 
subscriber  base. 

NETCOM  uses  multiple  channels  to  market 
and  distribute  its  services  as  follows: 

• Retail  Distribution.  NetCruiser  software  is 
available  directly  from  NETCOM  as  well  as 
more  than  5,000  retail  outlets  nationwide. 
NetCruiser  diskettes  are  sold  by  retailers 
for  approximately  $4.95  and  NetCruiser 
Plus,  which  is  a boxed  product  including 
NetCruiser  software  and  two  third-party 
Internet  books,  retails  for  between  $30  and 
$45.  NETCOM  distributes  NetCruiser 
through  master  resellers  such  as  Merisel 
and  Ingram  Micro  and  directly  through 
major  computer  retail  chains  such  as 
CompUSA,  Fry’s  Electronics,  MicroCenter, 
Software  City,  Radio  Shack  and  Incredible 
Universe. 

• OEM  Bundling.  OEM  arrangements  with 
computer  and  modem  manufacturers  and 
computer  book  publishers  account  for  a 
significant  portion  of  NETCOM’s  new 
accounts.  Computer  manufacturer  OEM 
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partners  include  Acer  America  Corporation, 
Canon,  Epson  America  and  NEC.  NETCOM 
has  bundling  arrangements  with  certain 
software  companies,  including  Artisoft, 
Global  Village,  Diamond  Multimedia  and 
Landmark  Research. 

• Direct  Sales.  Until  the  July  1994 
introduction  of  NetCruiser,  NETCOM  sold 
its  Internet  access  services  almost 
exclusively  through  its  direct  sales  force 
responding  to  inbound  caUs  and  E-mail. 
NETCOM  continues  to  maintain  a direct 
sales  force  to  respond  to  inquiries  and 
requests  for  dial-up  and  network  account 
services. 

• Educational  Institutions.  NETCOM  also 
sells  NetCruiser  through  educational 
institutions  and  has  entered  into  an 
agreement  with  the  National  Association  of 
College  Stores  to  distribute  NetCruiser  to 
college  campuses  nationwide. 

NETCOM’s  Affinity  Program  assists 
organizations  in  bringing  their  customers  or 
membership  onto  the  World  Wide  Web  using 
NETCOM’s  nationwide  network.  As  part  of 
the  program,  NETCOM  provides  free 
NetCruiser  software  and  various 
customization  services. 

Marketing  efforts  for  network  accounts 
include  promotional  arrangements  with 
Internet  training  businesses  and  exhibitions 
at  industry  trade  shows. 

NETCOM  also  seeks  to  estabhsh  relationships 
with  information  providers  that  allow 
NETCOM  indirect  access  to  large  numbers  of 
potential  customers.  For  example,  NETCOM 
has  an  agreement  with  Auto-Graphics,  Inc,  a 
provider  of  information  services  to  hbraries 
nationwide,  to  provide  Internet  connectivity 
services  to  Auto-Graphics’  customers  on  an 
exclusive  basis. 


NETCOM  is  also  developing  relationships 
with  hardware  manufacturers  to  promote  the 
marketing  of  its  connectivity  services  through 
value-added  reseller  marketing  channels. 

• In  September  1994,  Sun  Microsystems 
named  NETCOM  as  its  Internet 
connectivity  partner  in  connection  with  its 
newly  developed  Netra  service. 

• NETCOM  conducted  a nationwide 
collaborative  promotional  tour  as  the 
Internet  Service  Provider  partner  of  Silicon 
Graphics  for  its  WEBforce  product  fine. 

NETCOM’s  network  accounts  are  also 
marketed  through  value-added  resellers  and 
system  integration  companies  that  provide 
turnkey  solutions  to  companies  desiring 
Internet  connectivity,  including  network 
integration  and  security  measures. 

Alliances 

NETCOM  is  a founding  member  of  NetFX — a 
new  consortium  formed  to  deliver  an  open 
interoperability  standard  for  Internet 
software,  hardware,  content  and  services  that 
will  enable  users  to  access  real-time 
multimedia  on  the  World  Wide  Web  using 
ISDN  technology. 

NETCOM  has  also  formed  alliances  to  provide 
Internet  network  access  to  a range  of  software 
companies,  including  Wollongong, 

NetManage,  Netscape  Personal  Edition  and 
Quarterdeck. 

In  early  1995,  NETCOM  joined  forces  with  the 
San  Jose  Mercury  News  to  bring  the  daily 
newspaper  to  the  World  Wide  Web. 

In  July  1995,  NETCOM  signed  a non- 
exclusive agreement  with  LDDS  WorldCom,  a 
U.S. -based  long-distance  carrier,  to  provide 
LDDS’  customers  Internet  access  services 
through  NETCOM. 
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In  June  1995,  NETCOM  announced  that  it 
had  selected  The  McKinley  Internet  Directory 
as  the  directory  of  choice  for  its  subscriber 
base.  In  addition,  NETCOM  has  announced 
that  it  has  made  an  investment  in  The 
McKinley  Group. 

In  May  1995,  NETCOM  announced  that 
Canon  Computer  Systems,  Inc.  had  selected 
NETCOM  as  the  Internet  access  provider  for 
its  new  hne  of  personal  computers,  which  will 
be  Internet-ready  and  pre-loaded  with  the 
NetCruiser  software. 

Competition 

NETCOM  competes  with  the  following 
categories  of  companies: 

• National  and  regional  commercial  Internet 
service  providers — ^Performance  Systems 
International,  Bolt  Beranek  & Newman,  Inc. 
and  UUNET  Technologies 

• On-hne  services  companies — America 
Onhne,  Inc.,  CompuServe  Incorporated, 
Prodigy  Services  Company,  Genie  and 
Delphi  Internet  Services 

• Computer  hardware  and  software  and  other 
technology  companies — IBM  and  Microsoft 

• National  long-distance  carriers — AT&T, 

MCI  and  Sprint 

• Regional  telephone  companies — ^Pacific  Bell 

• Cable  operators — ^Tele-Communications,  Inc. 

• Nonprofit  or  educational  Internet  service 
providers 

Assessment 

NETCOM’s  strengths  include: 

• Rehable,  high-speed  digital  connectivity 


• Easy-to-instaU  and  use  NetCruiser  software 

• Competitive  pricing 

• Nationwide  POP  network 

• 24-hour  customer  service  and  network 
operations  center  support 

• WeU-estabhshed  distribution  channels 
Challenges  over  the  coming  year  include: 

• Managing  rapid  growth 

• Returning  to  profitability 
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NETWORK  COMPUTING  James  V.  Tomai,  President 

CORPORATION  Private  Corporation 

5301  77  Center  Drive  Total  Employees:  85  (10/89) 

Charlotte,  NC  28217  Total  Revenue,  Fiscal  Year  End 


(704)  525-8810 

12/31/88:  $10,000,000* 

’INPUT  estimate 

The  Company 

Network  Computing  Corporation  (NCC),  founded  in  1970, 
provides  processing  services,  application  software  products, 
turnkey  systems,  and  associated  support  services  to  over  150  local 
governments  and  utilities. 

G 

In  June  1988,  NCC  awarded  a contract  to  CPI  Datanet,  Inc.  to 
design,  implement,  and  operate  a private  VSAT  data 
communications  network  connecting  NCC's  Data  Center  to  its  on- 
line computing  customers.  The  NCC  network  will  consist  of  small 
1.8  meter  Personal  Earth  Stations  located  directly  on  NCC 
customer  sites.  During  early  1989,  certain  customer  beta  sites 
were  being  completed  during  Phase  One  of  the  project. 

In  March  1989,  NCC  signed  a Strategic  Partnership  Agreement 
with  DEC  making  NCC  a DEC  OEM  for  the  local  government 
and  utilities  industries. 

Key  Products  and 
Services 

G 

NCC's  1988  revenue  was  derived  from  turnkey  systems,  application 
software  products,  and  processing  services. 

NCC  turnkey  systems  for  local  governments  and  municipal  utilities 
operate  on  DEC  VAX  and  MicroVAX  computers  under  VMS  and 
Rdb  (DEC'S  proprietary  relational  data  base  management  system). 
Integrated  applications  available  include  the  following: 

• Finance  and  Administration: 

Budgetary  Accounting 
Budget  Control 
Budget  Planning 
Accounts  Payable 
Purchasing 

Investment  Management 
Fbced  Assets 
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• Public  Works: 

Inventory  Control 
Project  Cost 
Vehicle  Maintenance 
Work  Order 

• Payroll  and  Personnel: 

Payroll 

Personnel/Human  Resources 

• Collections  and  Billing: 

Tax  Billing/Collection 
Utilities 

Business  Licenses 
Animal  Licenses 
Occupational  Licenses 
Accounts  Receivable 
Centralized  Cash  Receipts 

• Public  Safety: 

Police  Records 
Traffic  Records 
Jail  Management 
NCIC  Interface 
Courts 

Parking  Tickets 
Computer-Aided  Dispatch 
Fire  Management 
Fire  Incident  Reporting 
Fire  Inspections 

• Records  Management: 

Voter  Registration 
Jury  Selection 
Census 

Building  Permits 
Cemetery  Management 
Land  Use  Data  Base 

NCC  also  offers  the  Utility  Information  Management  System  as  an 
application  software  product  for  IBM  and  compatible  mainframes. 
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• The  system  includes  applications  for  customer  information, 
customer  billing,  financial  management,  payroll,  materials 
inventory,  meter  reading,  capital  credits,  and  job  cost 
accounting. 

On-line  computing  services  are  available  to  clients  via  terrestrial 
and  satellite  communications.  NCC  offers  systems  operations 
(facilities  management)  and  distributed  processing  from  its  data 
center  in  Charlotte.  Applications  supported  include  utility  billing 
and  some  financial  applications.  NCC  also  sells  computer  time  to 
certain  manufacturers  and  information  services  companies. 

NCC  also  offers  access  to  various  third-party  applications, 
including: 

• Itron  Electronic  Meter  Reading 

• Office  automation  and  decision  support  systems 

• On-line  query  and  ad  hoc  reporting  systems 

• Maintenance  management  systems 

• Geographic  information  systems  and  mapping 

• Computer-assisted  dispatch 

Support  services  provided  by  NCC  include  presite  and  conversion 
planning,  implementation  services,  customization,  installation, 
ongoing  training,  telephone  assistance,  software  updates,  and 
system  management  consulting. 

Industry  Markets 

NCCs  revenue  is  derived  primarily  from  products  and  services 
provided  to  local  governments  and  municipal  utilities.  A small 
percent  of  revenue  is  derived  from  processing  provided  to 
manufacturing  and  information  services  companies. 

NCC  clients  include  various  city  and  county  governments,  electric 
membership  cooperatives,  and  various  single  and  multi-service 
utilities,  including  electric,  gas,  water,  sewer,  and  refuse. 

Integrated  system  clients  include  the  City  of  Fort  Atkinson  (WI), 
Frederick  County  Sanitation  Authority  (Winchester,  VA),  Village 
of  Elm  Grove  (WI),  Gaffney  Board  of  Public  Works  (SC),  City  of 
Rocky  Mount  (NC),  City  of  San  Marcos  (TX),  City  of  Franklin 
(VA),  City  of  Williamsburg  (VA),  and  Fort  Pierce  Utility 
Authority  (FL). 

. Geographic 

Markets 

The  majority  of  NCCs  revenue  is  derived  from  the  U.S.  The 
company  does  have  a few  international  clients. 

November  1989 

Copyright  1989  by  INPUT.  Reproduction  Prohibited.  Page  3 Of  4 

NETWORK  COMPUTING  CORPORATION 


INPUT 


Computer 

Hardware 


NCC's  computer  center  in  Charlotte  has  the  following  computers 
installed: 

• 1 Amdahl  5860,  OS/MVS 

• 1 DEC  Micro  VAX  3600 

• 1 Data  General  MV  15000 

• 20  IBM  PC/XT/ ATs,  DOS 
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NETWORK  EQUIPMENT 
TECHNOLOGIES,  INC. 

800  Saginaw  Drive 
Redwood  City,  CA  94063 
Phone;  (415)366-4400 
Fax:  (415)366-5675 


Chairman,  President, 
and  CEO;  Daniel  J.  Warmenhoven 
Status:  Public  Corporation 

Stock  Exchange:  NYSE 

Total  Employees:  1,100 

Total  Revenue:  $218,846,000 

Fiscal  Year  End:  3/31  /93 


Key  Points 

• Network  Equipment  Technologies  (N.E.T.)  is  a leading  supplier  of 
wide-area  and  local-area  network  (WAN /LAN)  products  to 
information-intensive  organizations  worldwide. 

• During  fiscal  1993,  N.E.T.  acquired  its  subsidiary  ADAPTIVE 
Corporation,  forming  a new  division  that  will  enable  the  company  to 
more  fully  leverage  the  advantages  of  broadband  technologies  such 
as  asynchronous  transfer  mode  (ATM),  which  is  emerging  as  the 
networking  technology  of  the  future. 

• In  concert  with  the  ADAPTIVE  merger,  N.E.T.  has  streamlined  its 
operations  into  three  divisions  to  improve  the  focus  on  product 
development  for  its  target  markets- ATM  products  and  technologies; 
communications  resource  managers,  internetworking,  and  network 
management  products;  and  network  transmission  and  broadband 
products. 

• Sales  to  the  U.S.  government  grew  nearly  96%  to  $53.0  million  in 
fiscal  1993,  primarily  due  to  systems  integration  activities  provided  in 
support  of  software  product  sales. 

• As  networks  become  more  global  in  scope,  N.E.T.'s  worldwide 
business  has  expanded.  During  fiscal  1993,  74%  of  new  customers 
were  based  outside  the  U.S.  and  international  revenues  reached 
$54.1  million,  up  38%  over  fiscal  1992. 
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Company 

Description 

Network  Equipment  Technologies,  Inc.  (N.E.T.),  founded  in  1983, 
develops,  manufactures,  markets,  and  supports  communications 
products  that  enable  information-intensive  organizations  to  build  and 
manage  wide-area  network  applications  among  multiple,  geographically 
dispersed  locations. 

Strategy 

N.E.T.'s  sales  strategy  has  been  to  reach  the  top  1,000  communications 
users  worldwide  via  a highly  trained  direct  sales  force  in  the  U.S.  and 
the  U.K.,  as  well  as  leveraging  sales  through  additional  distribution 
channels  worldwide. 

N.E.T.'s  products  and  services  strategy  is  to  provide  high  value-added 
transmission,  network  management,  and  connectivity  applications  and 
solutions. 

N.E.T.  expects  that  the  next  generation  of  enterprise  networks  will  be 
based  on  the  new  ATM  cell-based  technology,  which  provides 
architectural  consistency  across  LANs  and  WANs.  N.E.T.  plans  to 
integrate  ATM  technology  into  its  core  product  offerings  and  into  its 
next  generation  of  products  to  provide  a truly  seamless  enterprise 
network. 

N.E.T.  will  continue  offering  its  customers  a reliable  path  from  the 
present  to  the  future.  N.E.T.  will  protect  its  customers'  substantial 
investments,  evolving  its  products  to  accommodate  the  latest  advances 
in  networking  technology. 

Financials 

Total  fiscal  1993  revenue  reached  $218.8  million,  a 21%  increase  over 
fiscal  1992  revenue  of  $180.8  million.  Net  losses  were  $11.1  million  in 
fiscal  1993,  compared  to  net  losses  of  $11.2  million  for  fiscal  1992. 

• Net  losses  include  a charge  of  $17.0  million  related  to  the 
ADAPTIVE  merger  and  to  restructuring  and  other  non-recurring 
charges.  Excluding  these  charges,  net  income  for  fiscal  1993  would 
have  been  $5.9  million. 

• A five-year  financial  summary  follows: 
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NETWORK  EQUIPMENT  TECHNOLOGIES,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/93 

3/92 

3/91 

3/90 

3/89 

Revenue 

$218.8 

$180.8 

$135.0 

$180.8 

$136.7 

• Percent  change 
from  previous  year 

21% 

34% 

(25%) 

32% 

51% 

Income  (loss)  before  taxes 
and  extraordinary  credit 

$(11.1) 

$(12.6) 

$(58.8) 

$21.7 

$26.6 

• Percent  change 

(a) 

(b) 

from  previous  year 

13% 

79% 

(371%) 

(18%) 

45% 

Net  income  (loss) 

$(11.1) 

$(11.2) 

$(46.1) 

$13.5 

$16.0 

• Percent  change 
from  previous  year 

1% 

76% 

(441%) 

(16%) 

7% 

Earnings  (loss)  per  share 
• Percent  change 

$(0.71) 

$(0.76) 

$(3.23) 

$0.93 

$1.15 

from  previous  year 

7% 

76% 

(447%) 

(19%) 

6% 

(a)  Includes  restructuring  and  acquisition  costs  of  $17  million  associated  with  acquiring  the  remaining 
20%  interest  in  ADAPTIVE  Corporation. 


(b)  Includes  a $13.4  million  charge  resulting  from  the  settlement  of  consolidated  class  action  lawsuits. 


N.E.T.  management  attributes  fiscal  1993  results  to  the  following: 

• Product  revenue  increased  over  13%  during  fiscal  1993,  primarily 
due  to  sales  to  new  international  IDNX  customers  and  growth  in 
U.S.  government-related  product  revenue. 

• Service  and  other  revenue  increased  52%  in  fiscal  1993,  mainly  due 
to  systems  integration  activities  in  support  of  product  sales  to  the 
U.S.  government  and,  to  a lesser  extent,  to  continued  increases  in 
the  installed  base  of  the  company's  products. 

Research  and  development  expenditures  were  approximately  $32.2 
million  in  fiscal  1993,  $28.5  million  in  fiscal  1992,  and  $26.8  million  in 
fiscal  1991. 

Revenue  for  the  three  months  ending  June  30,  1993  reached  $54.6 
million,  a 6%  increase  over  $51.4  million  for  the  same  period  in  1992. 
Net  losses  were  $1.0  million,  compared  to  net  income  of  $1.6  million 
for  the  same  period  a year  ago. 
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•'^^rket  Approximately  76%  ($165.8  million)  of  N.E.T.'s  fiscal  1993  revenue  was 

Financials  derived  from  commercial  clients  and  24%  ($53.0  million)  from  the  U.S. 

government  and  its  agencies. 

For  fiscal  1992,  85%  ($153.7  million)  of  revenue  was  derived  from 
commercial  clients  and  15%  ($27.1  million)  was  derived  from  the  U.S. 
government. 

IBM  accounted  for  approximately  15%  ($32.8  million)  and  20%  ($36.1 
million)  of  N.E.T.'s  revenue  for  fiscal  1993  and  1992,  respectively. 

N.E.T.  targets  the  1,000  largest  users  of  communications  equipment 
and  services,  including  600  in  the  U.S.  and  400  internationally.  These 
organizations  include  (among  others)  banks  and  other  financial 
institutions,  airlines,  retail  chains,  manufacturers,  and  government 
agencies. 

The  company  also  believes  that  organizations  outside  the  top  1,000 
users  represent  an  increasing  percent  of  potential  users  of  its  currently 
available  and  planned  products  and  is  developing  its  products  and 
distribution  capabilities  to  more  fully  address  targeted  domestic  and 
foreign  markets. 


Geographic  Approximately  75%  of  N.E.T.'s  fiscal  1993  revenue  was  derived  from 

Markets  U.S.,  13%  from  Europe,  and  12%  from  other  international  sources, 

including  Asia/Pacific,  the  Middle  East,  and  Latin  America.  A three- 
year  geographic  source  of  revenue  summary  follows: 


NETWORK  EQUIPMENT  TECHNOLOGIES,  INC. 
THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

3/93 

3/92 

3/91 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$164.7 

75% 

$141.7 

78% 

$108.0 

80% 

International 

54.1 

25% 

39.1 

22% 

$27.0 

20% 

TOTAL 

$218.8 

100% 

$180.8 

100% 

$135.0 

100% 

Organization/  N.E.T.  is  currently  organized  into  three  divisions  as  follows: 

Structure 
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Employees 


• The  ADAPTIVE  Division  is  responsible  for  expanding  ATM 
technology  and  products,  with  a concentration  on  LAN 
internetworking  and  frame  and  cell  switching. 

• The  Network  Systems  Division  consolidates  the  management  of 
N.E.T.'s  principal  product  line-the  IDNX  enterprise  network 
platform-into  one  group. 

• The  Transmission  Products  Division  is  focused  on  vertical  market 
opportunities  for  N.E.T.'s  network  transmission  products  and 
broadband  products. 

Subsidiaries  include  the  following: 

• N.E.T.  Federal,  Inc.  is  a wholly  owned  subsidiary  that  markets 
N.E.T.'s  products  to  the  U.S.  government  directly  and  through 
government  contracting  and  subcontracting  arrangements. 

• N.E.T.  Europe  Ltd.  is  a subsidiary  that  markets  and  supports 
N.E.T.'s  products  in  the  U.K. 

• N.E.T.  Europe  S.A.  (Paris)  is  a subsidiary  that  markets  and  supports 
N.E.T.'s  products  in  France. 

N.E.T.  U.S.  sales  offices  are  in  Atlanta  (GA),  Boston  (MA),  Chicago 

(IL),  Dallas  and  Houston  (TX),  Detroit  (MI),  Irvine  and  San  Francisco 

(CA),  Iselin  (NJ),  New  York  (NY),  Philadelphia  (PA),  Shelton  (CT), 

and  Washington,  D.C. 

International  sales  offices  are  in  West  Sussex,  Paris,  and  Oslo.  N.E.T. 

also  has  international  distributors  in  Europe,  Asia/Pacific,  the  Middle 

East,  and  Latin  America. 


As  of  March  31,  1993,  N.E.T.  had  1,100  employees,  segmented  as 
follows: 


Marketing 

65 

Sales 

235 

Engineering  and  research 

and  development 

260 

Field  service  and  training 

230 

Manufacturing  and  quality 

assurance 

160 

Finance  and  administration 

150 

1,100 
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N.E.T.  currently  has  approximately  1,100  employees. 


Acquisitions  in  the  fourth  quarter  of  fiscal  1993,  N.E.T.  acquired  the  remaining  20% 

interest  in  ADAPTIVE  Corporation  for  $7  million  in  common  stock 
and  fees.  ADAPTIVE  was  formed  in  1989  to  develop  products 
addressing  high-speed  networking  environments. 


Key  Products  Approximately  74%  of  N.E.T.'s  fiscal  1993  revenue  was  derived  from 

and  Services  product  sales  and  26%  from  support  services.  A three-year  source  of 

revenue  summary  follows: 


N.E.T. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/93 

3/92 

3/91 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Products 

$162.5 

74% 

$143.6 

79% 

$103.6 

77% 

Support  services 

56.3 

26% 

37.2 

21% 

31.4 

23% 

TOTAL 

$218.8 

100% 

$180.8 

100% 

$135.0 

100% 

Current  offerings  are  summarized  by  division  as  follows: 

Network  Systems  Division: 

IDNX  Communications  Resource  Managers  (CRMs): 

The  IDNX  product  family  combines  multiplexing,  routing,  and  network 
management  functions  and  is  designed  to  allow  the  largest  users  of 
voice  and  data  communications  to  achieve  maximum  potential  from 
wide-area  networks. 

• IDNX  CRMs  manage  vital  voice,  data,  image,  and  video 
transmissions  over  multivendor  equipment,  regardless  of  the  type  of 
transmission  line  used  or  the  carrier  from  which  the  line  is  obtained. 

• Each  IDNX  CRM  (or  node)  forms  a gateway  between  the 
customer's  equipment  and  dedicated  transmission  lines  connected  to 
other  customer  facilities  or  to  various  public  communications 
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services.  Multiple  IDNX  nodes  can  be  installed  at  a single  customer 
site  to  provide  additional  capacity. 

Current  IDNX  products  include; 

• IDNX/90,  the  largest  and  most  powerful  and  expandable  CRM, 
manages  communications  speeds  at  T3/E3,  Tl/El,  and  lower 
transmission  speeds.  The  IDNX/90  serves  as  the  IDNX  platform  for 
high  speed  applications  requiring  multimegabit-per-second 
transmission  rates. 

• IDNX/70  is  an  expandable  CRM  that  manages  communications  at 
Tl/El  and  lower  speeds,  with  a total  capacity  of  up  to  96  T1  trunks. 
It  is  an  ideal  choice  for  high-capacity  network  implementations. 

• IDNX/20  is  a smaller  CRM  that  manages  communications  at  Tl/El 
and  lower  speeds,  with  a total  capacity  of  up  to  32  Mbps,  and  either 
connects  to  the  backbone  wide-area  network  or  can  be  part  of  a 
smaller  network  comprised  solely  of  IDNX/20s. 

• IDNX/20S  is  an  upgradeable  8-slot  CRM  that  is  a low-cost 
backbone  extension  device  and  can  be  used  for  building  even  smaller 
wide-area  networks. 

As  of  July  1,  1993,  N.E.T.  had  shipped  7,729  IDNX  systems  to  more 
than  600  clients  worldwide.  Most  of  these  clients  are  large  banks, 
financial  institutions,  airlines,  retail  chains,  and  government  agencies. 
Many  of  the  Fortune  500  and  1000  manufacturing  and  service 
companies  have  begun  to  take  an  interest  in  N.E.T.'s  IDNX  technology. 

IDX  Packet-Over-Circuit  Application: 

The  following  N.E.T.  products  enhance  connectivity  among  devices  that 
transmit  information  between  LANs  and  across  wide-area  networks: 

• The  LAN /WAN  Exchange™  (LWX)  provides  LAN-to-WAN  and 
LAN-to-LAN  connectivity.  The  LWX  is  the  first  product  that 
integrates  multivendor  LAN  internetworking  communications  with 
voice,  video,  data,  image,  and  facsimile  communications  using  an 
intelligent  WAN.  The  LWX  uses  the  packet-circuit  architecture  of 
the  IDNX  to  provide  capabilities  such  as  public  network  access, 
integrated  network  management,  and  distributed  network 
intelligence. 

• The  Frame  Relay  Exchange  (FRX)  is  a packet-switching  module 
that  functions  as  an  advanced  frame  relay  network  node.  Installed  in 
an  IDNX,  the  FRX  adds  high-performance  frame/packet  switching 
to  the  IDNX  to  combine  packet  data  such  as  LAN  and  SNA  with 
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voice,  video,  synchronous  data,  image,  and  facsimile  communications 
over  the  WAN. 

• The  ISDNX  Server  Module,  released  in  May  1993,  leverages  ISDN 
technology  to  support  new  networked  applications,  such  as  switched 
videoconferencing,  intelligent  PBX  networking,  and  dial-on-demand 
data  networking. 

ADNX/60: 

The  ADNX/60  Access  CRM  offers  worldwide  organizations  a cost- 
effective  solution  for  linking  remote  sites.  It  multiplexes  up  to  20 
subrate  data  and  96  compressed  voice  circuits  into  one  or  two 
Nx56/ 64kbs  or  DDS  truiiks  at  speeds  from  9.6  kbps  to  256  kbps. 

IDNX  Network  Management  Products  and  Services: 

N.E.T.  offers  a range  of  network  management  products  as  well  as 
service  and  support  arrangements  as  follows: 

• The  NetOpen/5000  Network  Management  System  is  a workstation- 
based  multiuser  monitoring  and  control  system  for  the  IDNX 
designed  to  simplify  network  configuration  and  fault  management 
and  to  automate  operational  procedures. 

• The  NetOpen/Circuit  Manager  permits  partitioning  of  the  N.E.T.- 
managed  physical  backbone  network  into  multiple,  independent 
virtual  networks. 

• The  NetOpen/Expert  Fault  Management  System  (EFMS)  is  a 
modular,  standards-based  network  management  platform  that  uses 
expert  systems  technology  to  provide  problem  detection,  correlation, 
prioritization,  diagnosis,  and  repair  recommendations.  EFMS 
Global  performs  this  automated  fault  management  on  global 
networks. 

Transmission  Products  Division: 

Broadband  Communications  Resource  Managers: 

The  STM/ 18  and  STM/S  products  provide  broadband  networking 
systems  for  communications-intensive  enterprises  using  SONET 
technologies. 

• The  STM/ 18  broadband  network  switch  consolidates  multiple 
heterogeneous  Tl-based  networks  onto  a single,  highly  reliable 
broadband  backbone.  This  product  enables  corporations  to  link 
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major  data  centers  and  interconnect  LAN  environments  at  speeds  in 
excess  of  40  Mbps. 

• The  STM/S,  a smaller  version  of  the  STM/ 18,  extends  the  benefits 
of  broadband  networking  with  moderate  communications 
requirements. 

SPX  Statistical  Multiplexers: 

N.E.T.'s  SPX  statistical  multiplexers  provide  low-capacity  networking 
for  independent  low-  to  medium-volume  data  networks  with  an 
upgrade  path  to  higher  capacity  and  functionality. 

ADNX/48: 

The  ADNX/48  Integrated  Access  Manager  is  an  intelligent  channel 
bank  that  extends  public/private  network  services  to  remote  company 
sites. 

ADAPTIVE  Division: 

The  ATMX  switch  is  a high-performance  Asychronous  Transfer  Mode 
(ATM)  switch  designed  specifically  for  the  LAN  environment  to  solve 
LAN  management,  design,  and  network  performance  problems. 

• The  ATMX  provides  the  bandwidth  needed  to  support  new 
distributed  applications  and  high-performance  workstations  and 
superservers. 

• It  also  provides  several  iimovative  software  capabilities  pioneered  by 
ADAPTIVE,  including  multinode  virtual  LAN  support,  LAN 
emulation,  and  congestion  control. 

• The  ATMX  offers  traffic  prioritization  and  ensures  access  to  high- 
priority  data  and  delay-sensitive  traffic  by  transporting  all 
information  types  across  the  network  simultaneously. 

Support  Services: 

N.E.T.  offers  the  following  support  services: 

• A Technical  Assistance  Center  (TAC),  staffed  by  technical  support 
engineers,  provides  24-hour,  7-day-per-week  hotline  coverage  for 
client  and  field  service  technical  assistance. 

• The  After-Hours  Fault  Management  Service  (AFMS),  a service  of 
N.E.T.'s  Technical  Assistance  Center,  offers  clients  automated 
network  troubleshooting  after  business  hours. 
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The  Expert  T-span  Service  allows  N.E.T.  to  act  as  the  authorized 
agent  with  the  client's  T-carrier  so  that  the  company  can  assume 
end-to-end  responsibility  for  all  T-span  installation  and  maintenance 
activities  and  troubleshooting. 

The  N.E.T.  ATMXpert  Service  is  a worldwide,  round-the-clock 
service  and  support  program  for  ATM  networks. 

The  N.E.T.  Answers  program  sets  a new  standard  in  on-line 
technical  support.  It  provides  documentation,  bug  reports,  video 
demonstrations,  and  more. 


N.E.T.  markets  its  products  in  the  U.S.  and  the  U.K.  directly  and 
through  resellers  and  distributors.  The  company  has  various  alliances 
and  marketing  agreements  with  other  vendors,  as  described  below. 

N.E.T.'s  wholly  owned  subsidiary,  N.E.T.  Federal,  markets  the 
company's  products  to  the  U.S.  government  and  its  agencies  directly 
and  through  collaborative  government  contracting  and  subcontracting 
arrangements. 


During  1991,  N.E.T.  and  IBM  entered  into  a series  of  internetworking 
agreements  that  included  the  license  of  IBM's  Token  Ring  technology 
to  N.E.T.,  coordinated  frame  relay  product  development,  joint 
participation  in  the  Frame  Relay  Forum,  and  joint  product  testing  of 
the  companies'  implementation  of  frame  relay  and  IBM  Token  Ring 
technology. 

• Through  agreements  made  during  1987  and  since  amended,  IBM  has 
non-exclusive,  worldwide  marketing,  installation,  and  service  rights 
for  N.E.T.'s  IDNX,  ADNX  and  certain  related  products,  and  resells 
STM  products  in  the  U.S. 

• IBM  accounted  for  15%,  20%,  and  22%  of  N.E.T.'s  revenue  for 
fiscal  1993,  1992,  and  1991,  respectively. 

N.E.T.  also  has  the  following  agreements: 

• A cooperative  agreement  with  Ericsson  for  the  development  of  next- 
generation  ATM  products  for  enterprise  networks 

• A systems  integration  and  product  development  agreement  (since 
1989)  with  Ericsson,  whereby  Ericsson  has  the  non-exclusive  right  to 
purchase,  resell,  distribute,  and  license  N.E.T.'s  IDNX  and  ADNX 
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products  and  network  management  software  for  integration  with 
Ericsson  systems  for  sale  worldwide 

An  ATM  technology  agreement  allowing  National  Semiconductor  to 
license  ADAFTIVE's  ATM  interface  technology  and  ATM  software 

A cooperative  development  agreement  with  Interphase  for  low-cost 
ATM  adapter  cards 

A co-marketing  agreement  with  Ascend  Communications  to  market 
Ascend's  inverse  multiplexing  and  public  network  access  devices  and 
a cooperative  development  agreement  for  intelligent  inverse 
multiplexing  solutions 

Joint  marketing  agreements  with  AT&T,  MCI,  U S WEST,  Bell 
Atlantic  (for  systems  integration),  and  Southwest  Bell  in  the  U.S., 
and  France  Telecom,  Televerket  in  Sweden,  and  Jutland  Telephone 
Company  in  Denmark 


N.E.T.  currently  has  more  than  700  clients  in  40  countries  worldwide, 
including  American  Airlines,  American  Express,  American 
International  Group,  American  Operator  Services,  American  Savings 
Bank,  Amoco,  Automobile  Club  of  Southern  California,  Avdata 
Systems,  Avis  (U.K.),  Avon,  Bank  of  Tokyo,  Bear  Sterns  & Co.,  Bell 
Helicopter,  Boeing  Computer  Support  Services,  Bristol  Myers,  BT 
North  America,  Carolina  Power  and  Light,  Carter  Hawley  Hale  Stores, 
Central  Carolina  Bank,  Ciba  Geigy,  Comdisco  Disaster  Recovery 
Services,  Commercial  Union  Insurance,  Continental  Illinois  National 
Bank,  Cordant,  Credit  Suisse,  CSX  Technology,  Deluxe  Data  Systems, 
Dow  Chemical,  Dunsnet,  EAL  Automation  Systems,  E.I.  DuPont  de 
Nemours,  Empire  Blue  Cross  & Blue  Shield,  FBS  Information  Services, 
Federal  Home  Loan  Mortgage,  First  Boston  Corporation,  Ford 
Europe,  General  Dynamics,  Home  Savings  of  America,  Honeywell, 
Informix,  Isuzu  Motors  America,  Lockheed,  Macy's  Data  & Credit 
Services,  Marion  Laboratories,  McDermott,  McDonnell  Douglas, 
McGraw-Hill,  Merrill  Lynch,  Morgan  Stanley,  NASDAQ, 
Osterreichische  Landerbank,  Pacific  Gas  & Electric,  Paine  Webber, 
Pepsico,  Peugeot  SA,  Prodigy,  Quotron  Systems,  Rothschild,  Shell  Oil, 
Southern  California  Edison,  State  of  California  Department  of  General 
Services,  Sun  Company,  Texaco,  Timber  Hill,  TRW,  United  Parcel 
Service,  University  of  California,  VISA  International,  and  VISA  USA. 

U.S.  government  clients  include  the  U.S.  Department  of  Defense. 
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COMPANY  PROFILE 


NETWORK  EQUIPMENT 
TECHNOLOGIES,  INC. 

800  Saginaw  Drive 
Redwood  City,  CA  94063 
(415)  366-4400 


Daniel  J.  Warmenhoven,  President  and  CEO 
Public  Corporation,  NYSE 
Total  Employees:  950  (9/91) 

Total  Revenue,  Fiscal  Year  End 
3/31/91:  $135,013,000 


The  Company  Network  Equipment  Technologies,  Inc.  (N.E.T.),  founded  in  1983, 

develops,  manufactures,  markets,  and  supports  communications 
products  that  enable  information-intensive  organizations  to  build 
and  manage  wide-area  network  applications  among  multiple, 
geographically  dispersed  locations. 

N.E.T.'s  strategy  is  to  provide  a comprehensive  set  of 
communications  products  that  add  value  to  the  networking 
applications  of  organizations  worldwide.  The  company  targets  the 
1,000  largest  users  of  communications  equipment  and  services, 
including  600  in  the  U.S.  and  400  internationally. 

• The  company  also  believes  that  organizations  outside  the  top 
1,000  users  represent  an  increasing  percent  of  potential  users  of 
its  currently  available  and  planned  products  and  is  developing  its 
products  and  distribution  capabilities  to  more  fully  address 
targeted  domestic  and  foreign  markets. 

During  1991,  N.E.T.  and  IBM  entered  into  a series  of 
internetworking  agreements  which  included  the  license  of  IBM's 
Token  Ring  technology  to  N.E.T.,  coordinated  frame  relay  product 
development,  joint  participation  in  the  Frame  Relay  Forum,  and 
joint  product  testing  of  the  companies'  implementation  of  frame 
relay  and  IBM  Token  Ring  technology. 

• Through  agreements  made  during  1987,  IBM  has  non-exclusive, 
worldwide  marketing,  installation,  and  service  rights  for  current 
and  future  releases  of  N.E.T.'s  IDNX  transmission  resource 
managers  and  related  products. 

• IBM  accounted  for  22%,  23%,  and  26%  of  N.E.T.'s  revenue  for 
fiscal  1991,  1990,  and  1989,  respectively. 

Total  fiscal  1991  revenue  was  $135.0  million,  a 25%  decrease  from 
fiscal  1990  revenue  of  $180.8  million.  Net  losses  were  $46.1  million 
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in  fiscal  1991,  compared  to  net  income  of  $13.5  million  in  fiscal 
1990.  A five-year  financial  summary  follows: 


NETWORK  EQUIPMENT  TECHNOLOGIES,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/91 

3/90 

3/89 

3/88 

3/87 

Revenue 

• Percent  increase 

$135.0 

$180.8 

$136.7 

$90.6 

$47.4 

(decrease)  from 
previous  year 

(25%) 

32% 

51% 

91% 

448% 

Income  (loss)  before 
taxes  and  extraordinary 
credit 

$(58.8) 

$21.7 

$26.6 

$18.3 

$5.6 

• Percent  increase 
(decrease)  from 
previous  year 

(371%) 

(18%) 

45% 

226% 

91% 

Net  income  (loss) 

• Percent  increase 

$(46.1) 

(a) 

$13.5 

$16.0 

$15.0 

$5.1 

(decrease)  from 

previous  year 

(441  %) 

(16%) 

7% 

194% 

82% 

Earnings  (loss)  per  share 
• Percent  increase 

$(3.23) 

(a) 

$0.93 

$1.15 

$1.09 

$0.41 

(decrease)  from 

previous  year 

(447%) 

(19%) 

6% 

166% 

61% 

(a)  Includes  an  extraordinary  gain  of  approximately  $3.4  million  ($0.24  per  share)  from  the 
repurchase  of  debentures. 


N.E.T.  management  attributes  fiscal  1991  results  to  the  following: 

• Product  revenue  declined  32%  during  fiscal  1991  primarily  due 
to  a decline  in  shipments  of  the  company's  IDNX  family  of 
products. 

- This  decline  is  primarily  the  result  of  a flat  T1  domestic 
market,  delayed  introduction  of  new  products,  and  the  failure 
of  the  IDNX/10  product  to  gain  market  acceptance. 

- N.E.T.  management  also  believes  that  concerns  among 
prospective  and  current  customers  about  N.E.T.  in  the  first 
quarter  of  fiscal  1991,  and  about  the  continuing  effect  of  the 
U.S.  economic  recession  contributed  to  the  product  revenue 
decline. 
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• Service  and  other  revenue  increased  13%  in  fiscal  1991  due  to 
continued  increases  in  the  installed  base  of  IDNX  products. 
These  increases  were  partially  offset  by  decreases  in  amounts 
received  under  the  IBM  agreement  for  funding  toward  N.E.T. 
product  development.  The  company  does  not  expect  future 
funding  levels  to  be  significant. 

• Net  losses  were  attributed  to  an  adjustment  to  the  net  realizable 
value  of  various  capitalized  software,  production  costs,  reserves 
for  a discontinued  product  line,  and  legal  expenses  associated 
with  ongoing  litigation. 

Research  and  development  expenditures  were  approximately  $26.8 
million  in  fiscal  1991,  $21.3  million  in  fiscal  1990,  and  $15.9  million 
in  fiscal  1989. 

Revenue  for  the  three  months  ending  June  30,  1991  was  $38.5 
million,  a 48%  increase  over  $26.0  million  for  the  same  period  in 
1990.  Net  losses  were  $984,000,  compared  to  net  losses  of  $13.3 
million  for  the  same  period  a year  ago. 

• Revenue  growth  was  due  in  part  to  strong  European  and  new 
account  sales.  Operating  results  for  the  quarter  were  favorably 
affected  by  lower  operating  expenses  resulting  from  a continuing 
cost  reduction  program. 

N.E.T.  is  currently  organized  into  the  following  units: 

• The  Network  Application  Division  develops,  designs,  and 
manufactures  N.E.T.'s  internetworking  product  family,  including 
the  LWX  and  SNA  internetworking  functions.  The  division  is 
also  responsible  for  the  development  of  network  management 
applications  for  N.E.T.'s  end-to-end  network  management 
solutions. 

• The  Network  Systems  Division  develops,  designs,  and 
manufactures  the  IDNX  mid-range  platform  for  N.E.T.'s  overall 
product  line.  The  division  also  develops  all  new 
telecommunications  applications  on  the  IDNX  platform  and 
provides  the  systems  releases  for  all  N.E.T.  products. 

• The  Access  Products  Division  (formerly  ComDesign)  provides 
low  capacity  data  networking  systems  both  for  IDNX  networks 
and  for  independent  low  to  medium  volume  data  networks  with 
an  upgrade  path  to  higher  capacity  and  functionality. 
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ADAPTIVE  Corporation,  is  a majority  owned  subsidiary  formed 
in  1989  to  develop  products  addressing  high-speed  networking 
environments. 

N.E.T.  Federal,  Inc.  is  a wholly  owned  subsidiary  that  markets 
N.E.T.'s  products  to  the  U.S.  government  both  directly  and 
through  government  contracting  and  subcontracting 
arrangements. 

N.E.T.,  Ltd.  is  a subsidiary  that  markets  and  supports  N.E.T.'s 
products  in  the  U.K. 

N.E.T.  SA  (Paris)  is  a subsidiary  that  markets  and  supports 
N.E.T.'s  products  in  France. 


Key  Products  and  Approximately  77%  of  N.E.T.'s  fiscal  1991  revenue  was  derived 

Services  from  product  sales  and  23%  from  support  services.  A three-year 

source  of  revenue  summary  follows: 


N.E.T. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/91 

3/90 

3/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Products 

$103.6 

77% 

$153.0 

85% 

$112.9 

83% 

Support  services 

31.4 

23% 

27.8 

15% 

23.8 

17% 

TOTAL 

$135.0 

100% 

$180.8 

100% 

$136.7 

100% 

Current  offerings  are  summarized  by  product  line  as  follows: 

IDNX  Communications  Resource  Managers  (CRMs): 

The  IDNX  product  family  combines  multiplexing,  routing,  and 
network  management  functions  to  allow  clients  to  manage  vital 
voice,  data,  image,  and  video  transmissions  over  multi-vendor 
equipment,  regardless  of  the  type  of  transmission  line  used  or  the 
carrier  from  which  the  line  is  obtained. 
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Current  IDNX  products  include: 

• IDNX/90,  which  manages  communications  speeds  at  T3,  Tl/El, 
and  lower  transmission  speeds 

• IDNX/70,  an  expandable  CRM  that  manages  communications  at 
Tl/El  and  lower  speeds,  with  a total  capacity  of  up  to  96  T1 
trunks 

• IDNX/20,  a smaller  CRM  that  manages  communications  at 
Tl/El  and  lower  speeds,  with  a total  capacity  of  up  to  32  Mbps 

• IDNX/20S,  an  8-slot  CRM  that  is  a low  cost  backbone  extension 
device 

As  of  July  1,  1991,  N.E.T.  had  shipped  4,556  IDNX  systems  to  346 
clients  worldwide. 

Internetworking  Communications  Resource  Managers: 

The  following  N.E.T.  products  enhance  connectivity  among  devices 
that  transmit  information  between  LANs  across  wide-area 
networks: 

• The  N.E.T.  LAN/WAN  Exchange™  and  the  LAN 
Exchange™/50  are  CRMs  that  provide  LAN  to  WAN  and  LAN 
to  LAN  connectivity.  They  are  designed  to  support  multiple 
LAN  communications  routing  protocols  including  DECnet, 
TCP/IP,  XNS,  OSI,  IPX,  and  Appletalk. 

• The  SPX/Sr™  Software  Interface  allows  direct  connection 
through  Ethernet  between  a DEC  host  and  a wide-area  network 
based  on  the  SPX  Network  Processor  product  line  (description  to 
follow). 

Broadband  Communications  Resources  Managers: 

Through  N.E.T.'s  ADAPTIVE  subsidiary,  STM/18  and  other 
products  are  being  designed  to  provide  broadband  networking 
systems  for  communication  intensive  enterprises. 

Access  Products  and  CRMs: 

Access  Products  Division  provides  low  capacity  data  networking 
systems  as  follows: 
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• The  Series  2000  and  SPX  lines  of  statistical  multiplexers 
interconnect  multiple  sites  that  require  asynchronous  data 
communication. 

• The  ADNX™  product  line  consists  of  CRMs  designed  to  support 
small  sites. 

• Various  modems,  data  switches,  and  data  communications 
equipment  accessories  are  also  manufactured  and  marketed  by 
N.E.T. 

Network  Management  Products  and  Services: 

Current  network  management  products  include: 

• The  SNMP  Manager,  a software  application  that  allows 
management  of  TCP/IP  networks  and  devices  that  support  the 
Simple  Network  Management  Protocol  (SNMP)  standard 

• The  Series  5000  Network  Management  System,  a multiuser 
monitoring  and  control  system  for  IDNX  products 

• The  AMS-II  management  product  for  monitoring  and  control  of 
the  ADNX  product 

• The  Expert  Fault  Management  System  uses  expert  systems 
technology  to  automatically  monitor  IDNX  network  activity  and 
to  detect  problems  in  transmission  lines,  IDNX  equipment,  and 
channel  service  units  in  the  network. 

N.E.T.  offers  the  following  support  services: 

• A Technical  Assistance  Center  (TAC),  staffed  by  technical 
support  engineers,  provides  24-hour,  7-day-per-week  hotline 
coverage  for  client  and  field  service  technical  assistance. 

• The  After-Hours  Fault  Management  Service  (AFMS),  a service 
of  N.E.T.'s  Technical  Assistance  Center,  offers  clients  automated 
network  trouble-shooting  after  business  hours. 

• The  Expert  T-span  Service  allows  N.E.T.  to  act  as  the  authorized 
agent  with  the  client's  T-carrier. 
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Industry  Markets 


Geographic 

Markets 


N.E.T.'s  customers  are  organizations  with  extensive  voice,  data, 
image,  and  video  communications  needs.  These  organizations 
include  banks  and  other  financial  institutions,  airlines,  retail  chains, 
manufacturers,  and  government  agencies. 


Approximately  80%  of  N.E.T.'s  fiscal  1991  revenue  was  derived 
from  the  U.S.,  13%  from  European  operations,  and  7%  from 
foreign  affiliates. 

N.E.T.  markets  its  products  in  the  U.S.  and  the  U.K.  directly  and 
through  resellers  and  distributors  worldwide. 

N.E.T.  is  headquartered  in  Redwood  City  (CA)  and  has  sales  offices 
across  the  U.S. 

International  offices  are  located  in  the  U.K.,  France,  and  Norway. 
N.E.T.  also  has  the  following  agreements; 

• In  December  1989,  N.E.T.  entered  into  a systems  integration  and 
product  development  agreement  with  Ericsson,  whereby  Ericsson 
has  the  non-exclusive  right  to  purchase,  resell,  distribute,  and 
license  N.E.T.'s  IDNX  products  and  network  management 
software  for  integration  with  Ericsson  systems  for  sale  worldwide. 

Subsidiaries  in  London  and  Paris  will  be  augmented  by  distribution 
agreements  in  Switzerland,  France,  Taiwan,  and  Korea  to  offer 
N.E.T.  sales,  service,  training,  and  technical  support  in  Europe  and 
Asia. 


October  1991 
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Net-lt  Software  Corporation 

President  & CEO:  Dennis  Ryan 

1550  Bryant  Street 
Suite  220 

San  Francisco,  CA  94103 
Phone:  (415)  988-6961 

Fax:  (415)988-6909 

Internet:  http://www.net-it.com 


Status;  Private 

Employees:  16(11/96) 

Fiscal  Year  End:  12/31/96 

Key  Points 

• Net-It  Software  was  founded  in  June  1995 

Company  Description 

Net-It  Software  develops,  markets,  and  sells 
enabling  technology  and  software  applications 
that  make  it  easy  for  personal  computer  users 
to  publish  cross-platform,  instantly  viewable, 
interactive  information  to  the  Internet. 

by  software  veterans  from  companies  such 
as  Apple,  Hewlett-Packard,  Claris,  and  EO. 

• Net-It  Software  officially  launched  its 

The  company  is  privately  held  with 
investments  by  Benchmark  Capital  Partners 
of  Menlo  Park  (CA). 

business  in  September  1996,  unveiling  its 
enabling  software  technology',  called  jDoc™, 
and  launching  its  first  application  based  on 
jDoc,  called  Net-It™  Now!. 

Organization  and  Structure 

Net-It  Software’s  headquarters  and  only  office 
is  in  San  Francisco. 

• In  November  1996,  the  company  shipped 
Net-It™  Live  Art,  a collection  of  interactive 
clip  art  to  supplement  Net-It  Now!. 

Key  executives  of  the  company  are 
summarized  on  the  following  page. 
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Net-lt  Software  Key  Executives 


Name 

Title 

Dennis  Ryan 

President  and  CEO 

William  Cook 

VP  Engineering 

Bill  Wathen 

VP  Finance  and  Operations 

Lee  Finck 

VP  Business  Development 

Kevin  Harvey 

Boardmember 

Source:  Net-lt  Software 


Company  Strategy 

Net-lt  Software’s  mission  is  to  provide 
software  that  enables  personal  computer 
users  to  publish  cross-platform,  instantly 
viewable,  interactive  content  for  the  Internet. 

There  is  a strong  need  from  businesses  to 
have  better  solutions  for  publishing  and 
sharing  information  using  their  intranet  and 
publicly-accessible  Internet  Web  servers. 
Challenges  faced  by  these  companies  include: 

• Empowering  nonspecialist  content  creators 

• Embracing  legacy  and  newly-created 
desktop  content 

• Creating  engaging  on-line  content 

• Supporting  a diverse,  nondeterministic  set 
of  systems 

• Accommodating  constraints  in  network 
capacity. 

To  address  these  challenges,  Net-lt  Software 
has  developed  enabling  software  technology 
(jDoc)  and  end  user  productivity  software 
(Net-lt  Now!)  based  on  this  technology. 

Elements  of  the  company’s  strategy  include: 

• Continuing  to  create  applications  using  jDoc 
technology 


• Enabling  other  developers  to  take  advantage 
of  JDoc  technology 

• With  Net-lt  Now!,  the  initial  market  focus 
for  Net-lt  Software  is  average  document 
pi’oducers  within  corporate  intranet  and 
small  to  medium-sized  business 
environments.  The  company  is  also 
developing  software  based  on  JDoc  that  will 
help  professional  and  other  sophisticated 
Web  designers  create  lively,  compact 
Internet  sites  more  easily  and  effectively. 

Additionally,  Net-lt  Software  plans  to  foster 
other  jDoc-based  applications  from 
independent  software  vendors  (ISVs)  by 
publishing  an  open  API  to  jDoc. 

Financials 

Although  the  company  was  founded  in  1995, 
Net-lt  Software’s  first  products  shipped  late 
this  year. 

Any  meaningful  revenue  will  come  in  1997 
after  the  first  full  year  of  product  offerings. 

Market  Financials 

The  target  market  for  Net-lt  Software’s 
products  is  document  producers  in  companies 
across  industries. 

Geographic  Markets 

Net-lt  Software’s  products  are  sold  in  the  U.S. 

Employees 

Net-lt  Software  currently  has  16  employees, 
wdth  approximately  50%  in  research  and 
development. 

Key  Products  and  Services 

Net-lt  Now! 

Net-lt  Now!,  introduced  in  September  1996, 
enables  Windows  95  and  NT  users  to 
transform  regular  desktop  documents  into 


Page  2 of  4 


INPUT  1996  Reproduction  prohibded. 


Net-lt  Software  Corporation 
November  1996 


INPUT  Vendor  Profile 


universally  and  instantly  viewable,  live  Web 
pages. 

• Users  continue  to  create  documents  in 
familiar  desktop  applications  (word 
processing,  presentation,  graphics,  and 
spreadsheet  software),  then  use  a single  on- 
screen button  to  publish  them  instantly  to 
any  Web  server  without  having  to  do  any 
HTML  programming.  In  addition  to  single 
documents,  users  can  publish  multiple 
documents  from  several  Windows 
applications. 

• The  documents  posted  to  the  Internet  look 
exactly  like  the  originals,  including  rich  text 
formatting  and  graphics. 

• To  enliven  documents  for  on-line  delivery, 
users  can  add  links,  buttons,  interactive 
effects,  and  animation  using  prebuilt  parts 
and  styles. 

• Web  pages  created  with  Net-It  Now!  are 
instantly  viewable  from  virtually  any 
computer.  Using  a standard  Web  browser 
such  as  Netscape  Navigator  or  Microsoft 
Internet  Explorer,  documents  can  be  viewed 
interchangeably  with  other  Web  pages.  Web 
pages  published  with  Net-It  Now!  render 
and  interact  with  equal  fidelity  on  Windows, 
Macintosh,  UNIX,  and  NC  computers. 

• Net-It  Now!  is  available  for  Windows  95  and 
NT  environments.  It  is  priced  at  $99  per 
single-user  license.  It  is  also  available  in  a 
free  30-day  trial  version  on  the  company’s 
Web  site. 

Net-It  Live  Art 

Net-It  Live  Art,  introduced  in  November  1996, 
is  a collection  of  interactive  clip  art  that 
enables  individuals  to  add  engaging  and 
interactive  elements  to  Web  pages  created 
' with  Net-It  Now!. 


The  first  collection,  Net-It  Live  Art  for  the 
Classic  Office,  consists  of  interactive  buttons, 
pop-ups,  and  navigation  bars  that  can  be 
customized  and  applied  to  Web  pages  without 
programming.  Net-It  Live  Art  is  available  for 
Windows  95  and  NT  environments  and  is 
available  to  current  Net-It  Now!  customers. 

jDoc 

The  enabling  technology  for  the  company’s 
products  is  jDoc,  a cross-platform  software 
technology  for  displaying,  distributing,  and 
interacting  with  live  Web  pages. 

Built  as  an  extension  to  Sun  Microsystems’ 
Java  platform,  jDoc  supports  the  standard  on- 
screen rendering  capabilities  of  Microsoft 
Windows,  new  interactive  behaviors  that 
enliven  on-line  documents,  and  instant, 
universal  content  access  without  the  need  for 
software  plug-ins  or  add-on  controls. 

The  jDoc  architecture  consists  of  three 
components: 

• jDoc  documents  (or  objects)  contain  all  the 
information  that  describes  the  visual, 
audible,  and  behavioral  attributes  of  a page 
or  objet  within  a page.  This  includes  text, 
graphics,  sounds,  form  fields  with  data 
processing  instructions,  animation,  and 
interactive  controls,  such  as  links,  buttons, 
and  pop-up  menus.  Because  jDoc 
documents  intermix  with  and  can  be 
embedded  as  objects  within  standard  HTML 
documents,  they  are  instantly  accessible  by 
users  of  Web  browsers  such  as  Netscape 
Navigator  and  Microsoft  Internet  Explorer 
on  virtually  any  computer  platform. 

• The  jDoc  player  is  a software  “machine”  that 
executes  jDoc  documents.  Implemented  as 
an  extension  to  Java,  the  jDoc  player  can 
stay  resident  on  a Web  client  or  be 
dynamically  and  transparently  distributed 
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on  demand  from  Web  server  along  with  a 
jDoc  document. 

• The  jDoc  API  (application  programming 
interface)  is  a softwai’e  interface  that  allows 
applications  to  save  files  and  objects  in  the 
jDoc  format.  These  files  can  then  be 
executed  by  the  jDoc  player. 

Marketing  and  Sales 

Net-It  Software  markets  its  software  through 

electronic  resellers  such  as  software.net, 

buydirect.com,  and  Egghead  Now! 

Competition 

The  company  considers  its  major  competitors 

to  be: 

• Adobe  Acrobat  /PDF  Formats 

• HTML  conversion  utilities,  such  as  HTML 
Transits  and  Microsoft's  Internet  Assistant 


Assessment 

Net-It  Software  considers  its  strengths  to 

include: 

• The  diverse  technological  background  of  its 
research  team 

• An  early  investment  into  Java  technology 

• The  use  of  jDoc  technology,  which  is 
optimized  for  on-line  content 

• Net-It’s  investor.  Benchmark  Capital 
Partners,  has  a successful  track  record  with 
companies  such  as  PointCast,  Netscape,  and 
America  Online 

Challenges  over  the  coming  year  include: 

• Shipping  new  products  based  on  jDoc 
technology 

• Securing  strategic  alliances  to  raise 
awareness  of  existing  solutions 

• Managing  growth,  from  nominal  revenues  in 
1996  to  a multimillion  dollar  revenue 
stream  in  1997 
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NetManage,  Inc. 


Chairman,  President, 

& CEO:  Zvi  Alon 

10725  North  De  Anza  Boulevard 
Cupertino,  CA  95014 

C,  Phone:  (408)973-7171 

t Fax:  (408)  257-6405 

Internet:  http://www.netmanage.com 


Status:  Public 

Employees:  650  (10/96) 

Revenue:  $125,446,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• NetManage,  Inc.  is  a leading  providei’  of 
standards-based  software  for  the  corporate 
intranet,  including  desktop  applications, 
servers,  development  tools,  and  protocol 
extensions. 

• In  November  1996,  NetManage  announced 
the  availability  of  Chameleon  HostLink  and 
ChameleonNFS/X,  the  newest  products  of 
the  Chameleon  ATX  version  6.0  product 
familv. 

c 


• In  October  1996,  NetManage  entered  a 
licensing  agreement  with  Intel  whereby 
NetManage  will  integrate  Intel’s  PC 
ReSerVation  Protocol  (PC-RSVP)  software 
into  its  Chameleon  ATX  products. 

• In  October  1996,  NetManage  released  ECCO 
Pro  4.0,  the  32-bit  version  of  its  personal 
and  workgroup  information  management 
system. 

• In  September  1996,  NetManage  and 
Solutions  Internet  Technilogic  (SIT) 
announced  an  agreement  which  allows  SIT 
to  use  NetManage  technology  in  providing 
applications  and  services  to  customers  in 
Canada  and  Europe. 


©INPUT  1996  Reproduction  prohibited  VA-96 


All  brand  names  and  product  names  are  acknowledged  to  be  trademarks  or  registered  trademarks  of  their  owners. 


Page  1 of  9 


INPUT  Vendor  Profile 


• Also  in  September  1996,  the  company 
announced  that  it  had  signed  a definitive 
agreement  to  acquire  Maximum 
Information,  Inc.,  a developer  and  supplier 
of  World  Wide  Web  management  systems 
and  application  development  tools. 

Company  Description 

NetManage,  founded  in  1990,  develops, 
markets,  and  supports  an  integrated  set  of 
applications,  servers,  and  development  tools 
for  intranet  collaboration,  access, 
development,  and  management  on  the 
Microsoft  Windows,  Windows  95,  Windows 
NT,  and  Mac  OS  platforms. 

The  company’s  products  include  the 
Chameleon  ATX  product  family,  ECCO  Pro, 
Internet  Chameleon,  and  the  Z-Mail 
messaging  family. 

Organization  and  Structure 

NetManage,  headquartered  in  Cupertino 
(CA),  operates  additional  domestic  offices  in 
San  Diego  (CA),  Nashua  (NH),  and  Bellevue 
(WA). 

International  sales  offices  are  in  Suresnes 
(France),  Neufahrn  (Germany),  Haifa  (Israel), 
Tokyo  (Japan),  and  Surrey  (U.K.). 

NetManage’s  subsidiaries  include: 

• NetManage  UK  Ltd.  (England) 

• NetManage  Software  GmbH  (Germany) 

• NetManage,  Ltd.  (Haifa,  Israel) 

• N5:’  NetManage  (Yerushalayim),  Ltd. 
(Jerusalem,  Israel) 

• NetManage  Japan  K.K. 

• NetManage  France  S.A. 

• NetManage  (Barbados)  Ltd. 


NetManage’s  key  executives  are  summarized 
below: 


NetManage  Key  Executives 


Name 

Title 

Zvi  Alon 

Chairman,  President  & CEO 

Walt  Amaral 

Chief  Financial  Officer 

Carl  Peede 

SVP,  Worldwide  Marketing 

Bob  Lawton 

SVP,  Engineering 

Pat  Roboostoff 

SVP,  Human  Resources 

Peter  Shaw 

SVP,  Strategic  Relations 

Bob  Williams 

VP,  Corporate  Marketing 

Kurt  Ziegler,  Jr, 

VP,  Host  Access  Products 

Daniel  Putterman 

VP,  Enterprise  Management 
Products 

Udi  Netzer 

VP,  European  Sales 

Company  Strategy 

NetManage’s  marketing  strategy  is  to  be 
identified  as  the  preferred  supplier  of  an 
integrated  set  of  TCP/IP  applications,  servers, 
and  development  tools  for  Microsoft  Windows 
operating  systems. 

As  part  of  its  strategy  to  develop  multiple 
distribution  channels,  NetManage  expects  to 
increase  its  use  of  resellers,  particularly 
value-added  resellers,  systems  integrators, 
and  retailers,  in  addition  to  distributors  and 
OEMs. 

Financials 

NetManage’s  1995  revenue  reached  $125.4 
million,  an  increase  of  76%  over  1994  revenue 
of  $71.5  million.  Net  income  for  1995  was 
approximately  $22.3  million,  compared  to 
$17.8  million  in  1994. 

In  the  five-year  summary  that  follows, 
financials  for  1995,  1994,  and  1993  have  been 
restated  to  reflect  the  pooling-of-interests 
acquisition  of  AGE  Logic,  Inc.  in  November 
1995. 
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NetManage,  Inc. 

Five-Year  Financial  Summary  (a) 

($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$125.4 

$71.5 

$29.1 

$5.0 

$0.4 

• Percent  change  from 
previous  year 

76% 

146% 

N/A 

•k 

N/A 

Income  before  taxes 

$33.8 

$29.2 

$9.3 

N/A 

N/A 

• Percent  change  from 
previous  year 

16% 

★ 

N/A 

N/A 

N/A 

Net  income 

$22.3 

$17.8 

$5.7 

$0.86 

$0.1 

• Percent  change  from 
previous  year 

25% 

212% 

N/A 

•k 

N/A 

Earnings  per  share 

$0.52 

$0.43 

$0.19 

$0.03 

N/A 

• Percent  change  from 
previous  year 

21% 

126% 

N/A 

N/A 

N/A 

* Increase  is  greater  than  1.000%. 


(a)  Results  for  1995,  1994,  and  1993  have  been  restated  to  reflect  the  pooling-of-interests  acquisition  of  AGE 
Logic  in  November  1995.  1992  and  1991  results  were  not  restated  because  the  results  of  AGE  were  not 
materially  significant  for  those  years. 


Research  and  development  expenditures 
reached  $23.9  million  (19%  of  revenue)  in 
1995,  compared  to  $11.3  million  (16%  of 
revenue)  in  1994,  an  increase  of  111%. 

Revenue  Analysis  by  Product / Service 
License  fees  were  approximately  $112.0 
million  in  1995,  an  increase  of  73%  over  the 
previous  year.  Services  revenue  rose  97%, 
reaching  $13.4  million. 

A three-year  source  of  revenue  summary  is 
shown  on  the  following  page. 

Interim  Results 

Revenue  for  the  nine  months  ending 
September  30,  1996  reached  $85.2  million,  a 
decrease  of  nearly  10%  from  restated  revenue 


of  $94.2  million  for  the  same  period  a year 
ago. 

• Revenue  for  the  nine-month  period  in  1995 
was  restated  to  reflect  the  pooling-of- 
interests  acquisition  of  AGE  Logic  in 
November  1995. 

• Net  income  for  the  period  was  $6.9  million, 
compared  to  restated  net  income  of  $19.0 
million  for  the  same  period  in  1995. 

Market  Financials 

NetManage’s  revenue  is  derived  primarily 
from  corporate  clients  w'hose  systems  are 
running  in  the  Microsoft  Windows 
environment. 
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NetManage,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

License  fees 

$112.0 

89% 

$64.7 

90% 

$25.0 

86% 

Services 

13,4 

11% 

6.8 

10% 

4.1 

14% 

Total 

$125.4 

100% 

$71.5 

100% 

$29.1 

100% 

Geographic  Markets  A three-year  geographic  source  of  revenue 

Approximately  79%  of  the  company’s  1995  summary  is  shown  helow. 

revenue  was  derived  from  domestic 

operations,  and  the  remaining  21%  from 

international  sources. 


NetManage,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Domestic  operations  (a) 

$99.2 

79% 

$69.9 

98% 

$29.0 

99% 

European  operations 

14.4 

11% 

1.6 

2% 

0.1 

1% 

Asian  operations 

11.8 

9% 

... 

... 

... 

— 

Total  * 

$125.4 

100% 

$71.5 

100% 

$29.1 

100% 

(a)  Includes  export  revenues  of  approximately  $6.0  million,  $7.2  million,  and  $0.21  million  to  Asia  for  fiscal  years 
1995,  1994.  and  1993.  respectively,  and  $4.6  million,  $5.4  million,  and  $3.9  million  to  other  international 
regions  for  fiscal  years  1995.  1994.  and  1993,  respectively. 


* Difference  due  to  rounding. 


Acquisitions 

In  June  1996,  NetManage  signed  a definitive 
agreement  to  acquire  San  Francisco  (CA)- 
based  Maximum  Information,  Inc.  (Maxinfo). 


Maxinfo  is  a developer  and  supplier  of 
World  Wide  Web  management  system  and 
development  tools. 


Page  4 of  9 


© INPUT  1996  Reproduction  prohibited. 


NetManage,  Inc. 
November  1996 


INPUT  Vendor  Profile 


• The  acquisition  includes  IntraChange, 
Maxinfo’s  new  enterprise  Web  management 
system. 

In  November  1995,  the  company  acquired 
AGE  Logic,  Inc.  for  approximately  833,000 
shares  of  NetManage’s  common  stock. 

• AGE,  headquartered  in  San  Diego  (CA),  is  a 
supplier  of  desktop-to-UNIX  connectivity 
software  and  provides  a family  of  X server 
file  sharing  and  terminal  emulation 
products  for  PC  and  Macintosh  desktops. 

• The  transaction  was  accounted  for  as  a 
pooling  of  interests. 

In  October  1995,  NetManage  acquired  Syzygy 
Communications,  Inc.  for  approximately 
394,000  shares  of  NetManage’s  common  stock. 

• Syzygy  is  a Scotts  Valley  (CA)-based 
internetworking  communications  software 
company  and  developer  of  interconnection 
and  network  management  software  for 
hardware  and  software  vendors. 

• Syzygy  also  provides  custom  communi- 
cations software  for  commercial  customers. 

• The  transaction  was  accounted  for  as  a 
pooling  of  interests. 

Employees 

As  of  December  31,  1995,  NetManage  had  618 
employees,  segmented  as  follow's: 


Marketing,  sales  and  support 268 

Software  development 257 

Production 11 

General  and  administrative 82 

618 


The  company  currently  has  more  than  650 
employees. 


Key  Products  and  Services 

NetManage  develops  and  markets  an 
integrated  set  of  applications  designed  to 
allow  PC  users  to  communicate  across 
networking  environments. 

The  NetManage  product  line  includes  client 
applications,  TCP/IP  network  transport 
software,  server  applications,  and  tools  for 
developers  and  network  managers. 

NetManage’s  products  are  available  with 
service  and  support  around  the  world,  24 
hours  a day,  seven  days  a week,  and  in 
several  languages — the  Chameleon  family  is 
available  in  French,  Korean,  Spanish, 

German,  Kanji,  and  English  versions. 

The  company’s  principal  product  line  is 
marketed  under  the  Chameleon  name.  The 
Chameleon  family  of  products  encompasses  a 
suite  of  over  50  integrated  intranet 
applications. 

NetManage’s  key  products  include  the 
following: 

• ChaineleonNFS/X  is  a suite  of  UNIX-to- 
Windows,  Windows  95,  and  Windows  NT 
networking  applications  offered  in  six 
internetworking  suites:  host  connectivity,  e- 
mail  and  messaging,  file  and  printer 
sharing,  Internet  access,  workgroup 
collaboration,  and  desktop  management. 

- This  product  includes  NFS  client  and 
server  software  as  well  as  an  LPR  print 
client  and  an  LTD  print  server. 

- ChameleonNFS/X  contains  a complete  set 
of  terminal  emulators  for  TCP/IP, 
providing  an  XIIR6.1-compliant  X Server 
for  accessing  UNIX  hosts  and  TN3270  and 
TN5250  terminal  emulators  for  accessing 
IBM  hosts. 
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- ChameleonNFS/X  has  an  SNMP  agent  and 
the  new  Policy  Management  Architecture, 
which  allows  PCs  and  their  applications  to 
be  managed  and  controlled  remotely. 

• ChaineleonNFS  for  Mac  OS  is  an  integrated 
desktop  suite  providing  Mac  OS  users  with 
a set  of  standards-based  intranet  and 
Internet  connectivity  applications,  including 
terminal  emulation  tools,  drag-and-drop  file 
transfer,  remote  access  services,  and 
standards-based  file  sharing. 

• XoftWare  for  Mac  OS  is  NetManage’s  X 
Window  system  software  and  network 
application  package  for  Mac  OS-based 
systems. 

- XoftWare  for  Mac  OS  allows  users  to 
concurrently  access  and  display  Macintosh 
applications  and  network-based  UNIX 
applications. 

- XoftWare  for  Mac  OS  allows  users  to 
exchange  text  and  graphics  between  the 
two  environments  using  cut-and-paste 
operations. 

- XoftWare  for  Mac  OS  now  ships  with 
enhanced  Internet  functionality,  including 
Web  browsing,  FTP,  and  Telnet 
capabilities. 

• Chameleon  Host  Link  is  a terminal  and 
printer  emulation  suite  for  Windows  PCs 
that  provides  16-  or  32-bit  terminal  and 
printer  emulation  for  TCP/IP,  SNA,  and 
asynchronous  connections. 

- Included  is  the  functionality  needed  for 
departmental  and  enterprise  access  to 
IBM  mainframe,  AS/400,  and  \TVIS/UNIX 
hosts  from  Microsoft  Window's  3.1, 
Windows  95,  and  Windows  NT  desktops. 


- HostLink  also  includes  an  integrated  suite 
of  more  than  50  intranet  and  Internet 
connectivity  applications  for  e-mail  and 
messaging,  workgroup  collaboration,  file 
and  printer  sharing,  Internet  access,  and 
desktop  management. 

• NEWTWatch  is  a suite  of  desktop 
management  applications  running  on 
Windows  platforms  using  open  standard 
protocols.  Built  on  TCP/IP,  SNMP,  and 
NetManage’s  SNMP  agent  technologies, 
NEWTWatch  allows  administrators  to 
distribute  or  back  up  software,  troubleshoot 
desktop  problems,  and  perform  software  and 
hardware  inventory  and  remote  monitoring 
of  applications  on  the  desktop. 

• ECCO  Pro  is  a cross-Windows  workgroup 
information  manager  that  enables 
collaboration,  group  scheduling,  and 
synchronization  of  shared  information. 
ECCO  Pro  features  calendar,  phone  book, 
and  pi’oject  management  tools  together  wdth 
a cross-reference  ability,  providing  users 
wdth  access  to  projects,  conversation  notes, 
and  action  items. 

• Internet  Chameleon  is  a “beginning-to-end” 
Internet  solution  designed  for  mobile 
professionals  who  need  to  access  and 
organize  information  from  around  the  w'orld. 
Internet  Chameleon  offers  a connectivity 
suite  including  WebSurfer,  Gopher,  Archie, 
Telnet,  FTP,  e-mail,  NEWT  Shooter,  NEWT 
News,  and  Internet  Address  Book  wdth  over 
2,000  Internet  Web,  Gopher,  and  FTP  hot 
sites. 

• IntraChange™  is  an  enterprise-wide 
infrastructure  beta  product  expected  to  ship 
in  the  first  quarter  of  1997.  IntraChange’s 
Web  content  management  system  features 
multiuser  access  to  Web  content  and  code, 
secure  scalable  repository,  projects  control. 
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link  validation,  reporting  and  auditing,  and 
publishing  options. 

• IntraNet  Server  is  a standards-based 
collaboration  platform  for  workgroups  using 
Windows  NT.  It  features  the  IntraNet 
Forum  Server,  an  NNTP-based  server  for 
hosting  secured  internal  threaded 
discussions.  Other  servers  include  DNS, 
Web,  NFS,  LPD,  Directory,  and  the  PC 
NetTime  servers. 

E-Mail  and  Messaging 

• Z-Mail™  Messaging  Fam  ily  is  an  e-mail 
client  built  upon  Internet  standards.  Z-mail 
provides  multiplatform  messaging 
delivering  support  for  all  Windows 
platforms,  Mac  OS,  and  UNIX  operating 
systems. 

• Z-Mail  Pro  is  an  open-systems  mail  client 
offering  on-line  HTML  viewing  and 
composition  and  support  for  the  IMAP4 
standard.  It  can  be  integrated  with  the 
ECCO  Pro  personal  information  manager 
and  NetManage’s  Forum  network  news 
reader  application. 

• Post-Office  is  a secure  mail  server  for  the 
enterprise  network.  Configuration  of  the 
server  only  requires  an  administrator  to  edit 
or  fill  in  a form  via  a Web  browser. 

Post. Office  is  multithreaded,  allowing 
multiple  concurrent  connections,  minimizing 
e-mail  traffic  bottlenecks. 

• JetMail  Server  is  a messaging  server 
designed  for  small  organizations.  Its 
features  include  the  ability  to  funnel 
multiple  company  e-mail  addresses  through 
a single  Internet  dial-up  POP  account,  to 
consolidate  multiple  external  e-mail 
accounts  to  a single  local  account,  and  to 
schedule  dial-up  services  to  multiple 
destinations  for  mail  retrieval  and  sending. 


Development  Tools 

• NEWT-SDK  is  a set  of  developer  tools  for 
creating  TCP/IP  Windows  network 
applications.  NEWT-SDK  allows  developers 
to  develop  and  create  network  applications 
for  Windows  without  learning  the  details  of 
communication  protocols. 

• WinSock  SDK  for  Mac  OS  is  a WinSock  API 
that  gives  developers  a tool  for  porting  their 
WinSock-based  applications  from  Windows 
to  the  Mac  OS  platform. 

• Internet  Control  Pack,  jointly  developed  by 
NetManage  and  Microsoft,  is  a set  of  tools 
that  allows  developers  to  integrate  Internet 
functionality  into  their  development 
projects.  The  Internet  Control  Pack  works 
with  all  Microsoft  enhanced  ActiveX 
Controls  and  Microsoft  development  tools 
such  as  Microsoft  Visual  Basic,  Visual  C-i-l-, 
Visual  FoxPro,  and  Access. 

Clients 

NetManage’s  products  are  used  by  90%  of  the 
Fortune  100  companies,  totaling  more  than 
30,000  organizations  worldwide. 

Marketing  and  Sales 

NetManage’s  products  are  marketed  and  sold 
in  the  U.S.  and  internationally  through  its 
domestic  sales  force,  sales  personnel  of  wholly 
owned  subsidiaries,  international  distributors, 
and  authorized  channel  partners. 

In  the  U.S.,  NetManage  combines  a promotion 
and  advertising  program  wdth  direct  sales 
through  a telephone-based  sales  force, 
assisted  by  designated  personnel  assigned  to 
the  needs  of  major  accounts. 

In  international  markets,  NetManage 
supports  its  sales  operations  in  targeted 
countries  through  localization  of  products  and 
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sales  material,  local  training,  and 
participation  in  local  trade  shows. 

Alliances 

In  November  1996,  NetManage  and  Softway 
Systems,  Inc.  entered  into  a multi-year  OEM 
agreement.  Softway  is  a provider  of  UNIX 
technology  for  Windows  NT,  and  has 
incorporated  the  NetManage’s  X Window 
server  from  ChameleonNFS/X  into  its 
OPENNT  product  family. 

In  October  1996,  NetManage  and  Intel 
entered  into  a licensing  agreement  for  the 
integration  of  Intel’s  PC  ReSerVation  Protocol 
(PC-RS\T*)  software  into  NetManage’s 
Chameleon  ATX  products. 

In  September  1996,  NetManage  announced  a 
cross-licensing  agreement  with  Trend  Micro 
Incorporated  whereby  NetManage  will 
incorporate  Trend  Micro’s  virus  protection 
software  into  its  Chameleon  ATX  family  of 
intranet  applications.  Trend  Micro  will  in 
turn  use  NetManage’s  ActiveX  controls  to 
enable  its  customers  to  update  virus  checking 
software  via  the  Internet. 

In  September  1996,  NetManage’s  products 
became  the  first  Windows  95  TCIP/IP 
solutions  approved  by  AT&T  Wireless 
Services  for  use  with  its  Cellular  Digital 
Packet  Data  (CDPD)  called  AT&T  Wireless 
Packet  Data  Service. 

In  August  1996,  NetManage  and  Ascend 
Communications  entered  into  a strategic 
partnership  to  co-brand  a custom  version  of 
NetManage’s  Chameleon  IntraNet  application 
suite,  bundle  it  with  selected  Ascend  MAX 
and  Pipeline  products,  and  make  it  available 


to  Ascend’s  customers,  the  agreement  also 
includes  future  plans  for  more  extensive  joint 
development  and  technology-sharing  . 

In  June  1996,  NetManage  licensed  its  ActiveX 
Internet  Control  Pack  to  Borland 
International  for  incorporation  into  Borland’s 
Delphi  Rapid  Application  Development  (RAD) 
tool. 

NetManage  and  Macromedia  have  an  alliance 
whereby  NetManage’s  Chameleon  family  of 
Windows  and  Macintosh  intranet  software  is 
bundled  with  Macromedia’s  Shockwave 
multimedia  Web  browser  plug-in. 

Macromedia  has  also  been  licensed  to 
distribute  NetManage’s  new  WebSurfer  5.0 
Web  browser  with  Macromedia  Director. 

NetManage  and  Hewlett-Packard  have  a 
licensing  agreement  whereby  HP  offers  the 
NetManage  Client  Services  (NMCS)  software 
package  as  part  of  the  HP  Bi’oadband  Internet 
Delivery  System. 

NetManage  and  Microsoft  have  a licensing 
agreement  for  NetManage  to  embed 
Microsoft’s  Visual  Basic  into  NetManage’s 
Chameleon  IntraNet  desktop  products. 

Competition 

NetManage  competes  directly  with  providers 
of  Windows  inter-networking  applications  for 
the  TCP/IP  protocol  such  as  FTP  Software, 
IBM,  Microsoft,  Netscape,  Novell,  and  Sun 
Microsystems. 

The  company  also  competes  with  providers  of 
host  access  software  such  as  Attachmate,  Wall 
Data,  Hummingbird  Communications,  and 
WRQ. 
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INPUT  Assessment 

NetManage’s  strengths  include: 

• An  assortment  of  products  for  the  growing 
intranet  market 

• An  installed  base  in  a majoidty  of  the 
Fortune  100  companies 

• The  industry  experience  of  company 
management 


• A close  relationship  with  Mici'osoft  in  the 
development  of  ActiveX-based  applications 

Challenges  for  the  future  include: 

• Maintaining  a leadership  position  in  the 
increasingly  competitive  intranet  market 

• Leveraging  the  company’s  affiliation  with 
Microsoft  into  new  product  opportunities 

• Managing  rapid  growth 
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Netscape  Communications 
Corporation 


Chairman:  James  H.  Clark 

President  & CEO:  James  L.  Barksdale 
501  East  Middlefield  Road 
Mountain  View,  CA  94043 
Phone:  (415)254-1900 

Fax:  (415)528-4124 

Internet:  http://home.netscape.com 


Status:  Public 

Employees:  725  (3/96) 

Revenue:  $80,656,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• Netscape  provides  open  software  for  linking 
people  and  information  over  enterprise 
networks  and  the  Internet. 

• Netscape  is  one  of  the  fastest  growing 
software  companies  in  its  first  full  year  of 
operation,  having  achieved  $80.7  million  in 
revenue  for  1995,  up  from  $1.4  million  for 
1994  (the  company  started  shipping  its  first 
products  in  December  1994). 


• By  the  end  of  1995,  more  than  70%  of 
Fortune  100  companies  were  Netscape 
customers. 

• Netscape  is  experiencing  significant 
acquisition  activity.  In  November  1995,  the 
company  acquired  Collabra  Softwetre, 
helping  Netscape  extend  its  product 
offerings  into  the  collaboration  and 
messaging  market.  Since  the  beginning  of 
1996,  Netscape  has  announced  plans  to 
acquire  three  companies — InSoft,  Paper 
Software,  and  Netcode  Corporation. 

• Netscape  and  GE  Information  Services  have 
established  a joint  venture — ^Actra  Business 
Systems  L.L.C. — that  will  develop  and 
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market  software  for  Internet-based 
business-to-business  electronic  commerce. 

• Netscape  has  significantly  expanded  its 
international  presence  over  the  past  six 
months  by  opening  offices  in  France, 
Germany,  Ireland,  and  the  U.K. 

• In  January  1996,  Netscape  stockholders 
approved  a two-for-one  stock  split  of 
Netscape  common  stock. 

Company  Description 

Netscape  develops,  markets  and  supports  open 
client  and  server  software,  commercial 
applications,  and  development  tools  that  link 
people  and  information  over  the  Internet  and 
private  transmission  protocol/Intemet  protocol 
(TCP/IP)  networks  or  “Intranets.” 

• From  its  inception  on  April  4,  1994  to 
September  30,  1994,  Netscape’s  operating 
activities  related  primarily  to  recruiting 
personnel,  raising  capital,  purchasing 
operating  assets,  and  performing  research 
and  development. 

• Netscape’s  first  product — the  Netscape 
Navigator — was  introduced  in  December 
1994. 

• The  company  currently  offers  four  product 
families — Netscape  Navigator  clients, 
Netscape  servers,  Netscape  development 
tools,  and  Netscape  commercial  applications. 

• Netscape  delivers  its  software  and  services 
through  multiple  distribution  channels, 
including  a direct  sales  force,  telesales  and 
the  Internet,  as  well  as  through  OEMs, 
systems  integrators,  VARs,  and  software 
retailers. 

To  accelerate  the  acceptance  of  its  products 
and  facilitate  the  adoption  of  the  Internet  as  a 
commercial  marketplace,  Netscape  has  also 


entered  into  agreements  with  a range  of 
telecommunications,  commerce  and  computing 
companies  with  complementary  resources  and 
technologies. 

Organization  and  Structure 

Netscape’s  key  executives  are  listed  below: 


Netscape  Key  Executives 


Name 

Title 

James  H.  Clark 

Chairman 

James  L.  Barksdale 

President  and  CEO 

Marc  L.  Andreessen 

VP  Technology 

Noreen  G.  Bergin 

VP  and  Corporate  Controller 

Peter  L.S.  Currie 

VP  and  CFO 

Larry  K.  Geisel 

VP  and  CIO 

Eric  A.  Hahn 

VP  Enterprise  Technology 

Conway  Rulon-Miller 

VP  Sales  and  Field 
Operations 

Michael  J.  Homer 

VP  Marketing 

Roberta  R.  Katz 

VP,  General  Counsel  and 
Secretary 

Richard  M.  Schell 

VP  Product  Development 

James  C.J.  Sha 

VP  Product  Development 

Kandis  Malefyt 

VP  Human  Resources 

Netscape  has  international  subsidiaries  in 
Japan,  France,  Germany,  Ireland,  and  the 
U.K.  During  1996,  Netscape  plans  to 
establish  a presence  in  other  European 
markets  and  other  Pacific  Rim  countries. 

Company  Strategy 

Netscape’s  goal  is  to  make  its  software  the  de 
facto  standard  for  publishing  information  and 
executing  transactions  on  the  Internet  and 
private  IP  networks. 

Netscape’s  strategy  is  to  enable  enhanced 
communications  and  electronic  commerce  by 
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developing  and  offering  industry-leading 
software  and  services.  This  strategy  includes 
the  following  elements: 

• Offering  a complete  suite  of  easy-to-use, 
high-performance,  secure  software  with 
multiplatform  support 

• Leveraging  relationships  with  leading 
strategic  partners  (technology  partners, 
telecommunications/network  services 
companies,  and  banks  and  transaction 
processing  companies)  to  accelerate 
acceptance  of  Netscape  products  and 
facilitate  the  adoption  of  the  Internet  as  a 
communications  network  and  a commercial 
marketplace 

• Supporting  and  enhancing  industry 
standards 

• Developing  multiple  distribution  channels, 
including  direct  sales;  indirect  sales  through 
OEMs,  systems  integrators,  VARs,  and 
software  retailers;  and  Internet  distribution 


• Sustaining  industry  leading  technical  and 
management  teams 

In  the  first  quarter  of  1996,  Netscape 
announced  two  technology  initiatives  to  bring 
additional  multimedia  capabilities  and 
interactivity  to  users  on  the  Internet  and 
Intranets: 

• The  Netscape  LiveMedia  framework,  for 
bringing  real-time  audio  and  video  to  the 
Netscape  platform 

• Netscape  LiveSD,  for  integrating  rich  3-D 
graphics  in  Netscape  software 

Financials 

Netscape’s  1995  revenue  reached 
approximately  $80.6  million,  compared  to  $1.4 
million  for  1994  (from  the  company’s  inception 
in  April  1994  through  the  end  of  1994). 

In  the  two-year  summary  that  follows, 
financials  have  been  restated  to  reflect  the 
pooling-of-interests  acquisition  of  Collabra 
Software  in  November  1995. 


Netscape  Communications  Corporation 
Two-Year  Financiai  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

1/1/95- 

4/4/94- 

Item 

12/31/95 

12/31/94 

Revenue 

- Product  revenue 

$73.2 

$1.1 

- Service  revenue 

lA 

0^ 

$80.6 

$1.4 

Income  (loss)  before  taxes  (a) 

$(2.9) 

$(1 1 .9) 

Net  income  (loss) 

$(3.4) 

$(11.9) 

Earnings  (loss)  per  share 

$(0.09) 

$(0.35) 

(a)  Includes  $2  million  in  merger-related  charges  associated 


with  the  acquisition  of  Collabra  Software. 
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Net  losses  of  $3.4  million  for  1995  include  a 
one-time  charge  of  $2  million  related  to  the 
acquisition  of  Collabra  Software.  Excluding 
these  one-time  charges,  Netscape’s  net  loss  for 
the  year  was  $1.4  million  ($0.04  per  share). 

• Research  and  development  expenses  were 
approximately  $24.9  million  in  1995, 
compared  to  $3.7  million  for  1994. 

• Sales  and  marketing  expenses  were  $39.5 
million  in  1995,  compared  to  $4.5  million  in 

1994. 

• General  and  administrative  expenses  were 
$10.0  million  in  1995,  compared  to  $2.5 
million  in  1994. 

Revenue  Analysis  by  Product ! Service 
Approximately  91%  ($73.2  million)  of 
Netscape’s  1995  revenue  was  derived  from 
software  products  and  9%  ($7.4  million)  from 
services,  including  software  maintenance  and 
support,  consulting  services,  training,  and 
advertising  space. 

• Netscape  Navigator  and  related  client 
products  accounted  for  approximately  59% 
($47.5  million)  of  Netscape’s  total  revenue  in 

1995. 

• Licenses  of  Netscape’s  server  and 
Commercial  Applications  software  accounted 
for  31%  ($25  million)  of  the  company’s  total 
revenue  in  1995. 

• Netscape  Navigator,  Netscape  Commerce 
Server,  and  Netscape  Communications 
Server  account  for  the  majority  of  the 
company’s  product  revenues,  although 
Commercial  Applications  revenues  are 
continuing  to  grow. 

Interim  Results 

Revenue  for  the  three  months  ending  March 
31,  1996  reached  $55  million,  compared  to 


$5.4  million  for  the  same  period  in  1995.  Net 
income  for  the  quarter  was  $4.7  million, 
compared  to  net  losses  of  nearly  $3.9  million 
for  the  same  period  a year  ago. 

Market  Financials 

Netscape’s  target  markets  are  the  Internet 
commerce,  enterprise,  and  individual  PC  user 
markets. 

• Internet  Commerce — Netscape  believes  that 
many  major  corporations  will  begin  to 
publish  information  and  offer  products  and 
services  for  sale  on  the  Internet,  including 
telecommvmications  companies,  information 
service  providers,  mail  order  and  traditional 
retailers,  publishers,  and  financial  service 
providers. 

• Enterprise  Market — Medium  and  large 
organizations,  particularly  those  with 
geographically  dispersed  employees,  are 
expected  to  increasingly  use  the  Internet  in 
conjunction  with  private  IP  networks  to 
facilitate  internal  commimications. 

• Individual  PC  Users — The  popularity  of  on- 
hne  information  services  as  well  as  home 
shopping  services  suggest  that  the  home 
market  for  commercial  applications  on  the 
Internet  will  be  substantial. 

Geographic  Markets 

Approximately  82%  ($66.2  million)  of 
Netscape’s  1995  revenue  was  derived  from  the 
U.S.,  12%  from  Europe,  5%  from  the  Far  East, 
and  1%  from  other  international  sources. 

• International  revenues  continue  to  increase 
each  quarter,  due  primarily  to  increased 
sales  and  marketing  efforts  in  Eiirope  and 
Japan. 

• The  company  has  introduced  localized 
versions  of  Netscape  Navigator  for  Japan, 
Germany,  and  France. 
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Acquisitions 

In  April  1996,  Netscape  completed  the 
acquisition  of  InSoft,  Inc.  of  Mechanicsburg 
(PA)  for  1.96  million  shares  of  Netscape  stock. 
The  acquisition  will  be  accounted  for  as  a 
pooling  of  interests. 

• InSoft  provides  network-based 
communications  and  collaborative 
multimedia  software  for  the  enterprise. 

• The  acqiiisition  serves  as  the  cornerstone  of 
the  Netscape  LiveMedia  framework  for 
bringing  real-time  audio  and  video  to  the 
Netscape  open  software  platform. 

In  March  1996,  Netscape  announced  plans  to 
acquire  Netcode  Corporation. 

• Netcode  created  a Java-based  object  toolkit 
and  visual  interface  builder  for  developing 
Java  applications. 

• The  acquisition  will  be  accounted  for  as  a 
pooling  of  interests  and  is  expected  to  close 
during  the  second  quarter  of  1996. 

In  February  1996,  Netscape  signed  a 
definitive  agreement  to  acquire  Paper 
Software,  Inc.  of  Woodstock  (NY). 

• Paper  Software  provides  distributed  three- 
dimensional  graphics  and  maker  of  WebFX 
VRML  software. 

• The  acquisition  will  be  accounted  for  as  a 
pooling  of  interests  and  is  expected  to  close 
during  the  second  quarter  of  1996. 

In  March  1996,  Netscape  acquired  an  equity 
position  in  Voxware,  a privately  held 
developer  of  voice  processing  software  for 
Internet,  multimedia,  computing  and 
communication  applications. 


• The  investment  follows  the  announcement 
that  Netscape  has  licensed  key  elements  of 
Voxware’s  digital  voice  technology,  including 
the  Voxware  RT24  compressor/decompressor 
and  ToolVox  for  the  Web  for  incorporation 
into  the  Netscape  LiveMedia  framework. 

• Terms  of  the  investment  were  not  disclosed. 

In  November  1995,  Netscape  acquired 
Collabra  Software,  Inc.  of  Mountain  View  (CA) 
for  approximately  1.85  million  shares  of 
Netscape  common  stock  (3.7  million  after 
January  1996  stock  split).  The  acquisition 
was  accounted  for  as  a pooling  of  interests. 

• Collabra  develops  collaborative  computing 
software  products.  Its  key  product  is 
Collabra  Share. 

• Collabra,  with  approximately  40  employees 
at  the  time  of  the  acquisition,  generated 
approximately  $4.7  million  in  revenue  and 
net  losses  of  $3.0  million  during  1995. 

• Collabra  operates  as  a wholly  owned 
subsidiary  of  Netscape. 

Employees 

As  of  December  31,  1995,  Netscape  had  more 
than  500  employees.  As  of  March  31,  1996, 
the  company  had  725  employees. 

Key  Products  and  Services 

Netscape  currently  offers  four  software 
product  families — Netscape  Navigator  clients, 
Netscape  server  software,  Netscape 
development  tools,  and  Netscape  commercial 
applications. 

Netscape  Navigator  Family 
The  Netscape  Navigator  product  line  allows 
users  to  exchange  information  and  participate 
in  commerce  on  the  Internet. 
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• Netscape  Navigator  features  a point-and- 
click  graphical  user  interface  that  enables 
users  to  navigate  the  Internet’s  array  of 
networked  resources. 

• Netscape  Navigator  integrates  all  major 
Internet  functions,  bringing  Web  exploring, 
E-mail,  newsgroups,  chat,  and  file  transfer 
protocol  together  into  an  integrated  package. 

• In  addition,  Netscape  Navigator  provides  a 
platform  for  live  on-line  applications, 
supporting  Live  Objects  and  other 
interactive  multimedia  content  such  as  Java 
applets,  frames,  and  Netscape  on-line  plug- 
ins. 

Netscape  offers  the  following  versions  of 

Netscape  Navigator: 

• Netscape  Navigator  LAN  Edition  is  intended 
for  users  who  already  have  TCP/IP 
connections  to  the  Internet  or  Intranets.  It 
is  available  for  Microsoft  Windows,  Apple 
Macintosh,  and  various  UNIX  platforms.  It 
is  compatible  with  standard  TCP/IP 
implementations  on  these  platforms. 

• Netscape  Navigator  Personal  Edition  is 
intended  for  companies  and  individuals 
without  direct  TCP/IP  connections  who  want 
dial-up  access  to  the  Internet.  It  includes  a 
TCP/IP  stack,  an  implementation  of  the 
Point  to  Point  Protocol  and  a dialer.  It 
features  automatic  access  to  a choice  of 
Internet  service  providers. 

• Netscape  Navigator  Gold,  currently 
available  for  trial  in  beta  format  and 
expected  to  be  commercially  available  by 
mid-1996,  includes  the  standard  features  of 
Netscape  Navigator  and  adds  a WYSIWYG 
editor  that  allows  a user  to  create  and 
publish  live,  on-line  Web  pages  in  one 
integrated  program. 


• Netscape  Power  Pack  is  a set  of  add-on 
applications  that  extends  the  capabilities  of 
Netscape  Navigator  for  Windows.  Netscape 
SmartMarks^*^  enables  Netscape  Navigator 
users  to  collect,  organize,  and  monitor  their 
favorite  Internet  addresses  easily.  Netscape 
Chat^”^  allows  Internet  users  to  participate 
in  real-time  chat  forums  using  Netscape 
Community  System software  or  industry- 
standard  Internet  Relay  Chat  (IRC). 
Netscape  Power  Pack  also  contains 
multimedia  add-on  applications  from  Adobe 
Systems. 

Netscape  Server  Family 

Netscape  server  products  allow  corporations 
and  small  businesses  to  communicate  and 
conduct  commercial  operations  over  networks. 
The  products  offer  basic  communications 
services,  security,  administration,  and  other 
capabilities  necessary  for  implementing  and 
operating  Web  server  sites.  E-mail  or 
newsgroups,  or  seamless  TCP/IP-based 
communication  solutions. 

Netscape  server  products  include  the 
following: 

• Netscape  Communications  Server^'^, 
available  for  UNIX  and  Windows  NT, 
enables  organizations  to  publish  hypermedia 
information  on  the  Internet.  Users  can  post 
a variety  of  information  on  the  Internet, 
including  product  information,  corporate 
news  biilletins,  and  customer  support  and 
service  information.  In  addition,  companies 
can  collect  customer  input,  conduct  market 
research,  and  fulfill  requests  for  information 
using  an  interactive  forms  capability. 

• Netscape  FastTrack  Server,  the  next 
generation  of  the  Netscape  Communications 
Server,  is  currently  available  in  beta  version 
and  is  expected  to  be  commercially  available 
by  mid-1996.  Netscape  FastTrack  Server  is 
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designed  to  be  an  easy-to-use,  entry-level 
Web  service  than  enables  non-programmers 
to  create  and  manage  a Web  site. 

• Netscape  Commerce  Server^"^,  available  for 
UNIX  and  Windows  NT  environments,  is 
high-performance  server  software  for 
conducting  electronic  commerce  and 
communications  on  the  Internet  and 
Intranets.  It  can  also  be  used  to  manage 
communications  across  departments  within 
an  enterprise. 

• Netscape  Enterprise  Server  is  currently 
available  in  beta  version  and  expected  to  be 
commercially  available  by  mid-1996  as  the 
next  generation  of  the  Netscape  Commerce 
Server.  It  is  a high-performance  Web  server 
for  creating,  managing,  and  intelligently 
distributing  information  throughout  an 
enterprise  or  across  the  Internet.  It  is  an 
open  platform  for  developing  and  serving 
live,  on-line  applications  using  next- 
generation  development  tools  based  on  Java 
and  JavaScript. 

• Netscape  Mail  Server is  server  software 
that  enables  the  transport  of  E-mail  and 
messages  within  an  Intranet  and  over  the 
Internet.  It  complies  with  HTML  and  other 
standard  document  formats. 

• Netscape  News  Server allows  users  to 
create  public  and  private  discussion  groups 
for  access  over  the  Internet  and  Intranets. 

• Netscape  Proxy  Server is  designed  to 
improve  the  performance  and  security  of 
commimications  across  a TCP/IP  network. 

It  provides  secure  Internet  access  for 
corporate  users  behind  a firewall. 

• Netscape  Catalog  Server  is  currently 
available  in  beta  version  and  is  expected  to 
be  commercially  available  by  late  1996.  It  is 
a new  class  of  server  software  that 


automatically  builds  and  maintains  a 
common  directory  of  resources,  cataloging 
and  indexing  information  so  users  can  locate 
and  access  it  regardless  of  where  the 
information  is  stored  on  Intranets. 

Netscape  Commercial  Applications 
Netscape  commercial  applications  are 
designed  to  enable  organizations  to  conduct 
electronic  commerce  on  the  Internet.  These 
applications  address  different  business  needs, 
including  the  presentation  of  multimedia 
formats,  support  for  large  numbers  of 
merchants  and  products,  the  need  for  real- 
time data  management,  support  for  special 
communities  of  interest,  and  automation  of 
high  volumes  of  on-line  transactions. 

All  commercial  applications  use  the  Netscape 
Commerce  Server,  which  provides  data 
encryption,  and  are  listed  below. 

• Netscape  Merchant  System^''^  enables  large 
retailers  or  merchants  to  create  and  manage 
virtual  storefronts. 

• Netscape  Publishing  System™  is  designed 
for  publishers  who  want  to  create 
subscription-based  on-line  publications.  It 
provides  publishers  with  integrated  software 
for  organizing,  customizing,  and  delivering 
text,  graphics,  audio,  or  video  to  Internet 
users.  It  also  provides  billing  models,  access 
control,  and  integrated  credit  card 
authorization  and  billing  mechanisms. 

• Netscape  Community  System^*^  gives 
organizations  the  ability  to  create  and  foster 
virtual  communities  based  on  shared 
interests.  It  supports  E-mail,  real-time  chat 
services,  and  private  discussion  groups. 

• Netscape  I-Store^*^  provides  the  commercial 
data  management,  on-line  credit  card 
authorization,  billing,  and  order  processing 
capabilities  reqtdred  for  a single  merchant  to 


Netscape  Communications  Corporation 
May  1996 


©INPUT  1996.  Reproduction  prohibited. 


Page  7 of  1 1 


INPUT  Vendor  Profile 


build  and  manage  a virtual  storefront  on  the 
Internet. 

Netscape  Development  Tools 

Netscape’s  development  tools,  which  are 
currently  in  beta  testing,  allow  developers  to 
create  and  manage  live  on-line  applications 
that  combine  multimedia  content  with 
application  logic  and  database  connectivity. 

Netscape  LiveWire,  scheduled  for  availability 
in  mid-1996,  is  a visual  application 
development  tool  for  creating  live  on-line 
applications  and  managing  Web  sites. 

Netscape  LiveWire  Pro  adds  database 
connectivity  to  the  Netscape  LiveWire 
environment  for  information  management  and 
integration  with  existing  databases. 

Collabra  Share 

Collabra  Share,  acquired  with  Collabra 
Software  in  late  1995,  is  a group  conferencing 
product  to  make  teams  more  effective, 
collaboration  more  affordable,  and 
organizational  learning  automatic. 

• Collabra  Share  forums  provide  a place  to 
discuss  key  issues,  solicit  input, 
communicate  decisions,  and  store  important 
documents.  It  allows  users  to  participate  in 
virtual  meetings  that  break  down  barriers  of 
time,  distance,  and  organization. 

• Popular  applications  include  product 
development,  help  desks,  customer  service, 
reengineering,  project  management,  task 
forces,  ISO  9000,  company  announcements, 
and  human  resources. 

• Collabra  Share  also  offers  connectivity  to  a 
range  of  other  products  and  technologies 
with  Collabra  Share  Agents.  These  agents 
include  links  to  other  information  sources 
such  as  Internet  Newsgroups,  Lotus  Notes, 
on-line  news  feeds.  E-mail  participants,  and 


replication  across  the  entire  company  or  to 
other  partners. 

Services 

Support  programs  provided  by  Netscape 

include  the  following: 

• Netscape  HelpDesk  Support:  Netscape 
offers  an  annual  support  program  for 
organizations  that  need  to  support  a large- 
scale  deployment  of  Netscape  Navigator 
software  internally  and  for  authorized  VARs 
and  systems  integrators  providing  direct 
support  to  their  customers.  Services  include 
access  to  technical  experts,  support  and 
training  materials,  support  tools,  call 
histories,  maintenance  releases,  and 
software  updates. 

• Netscape  Consultation  Support:  Netscape 
offers  support  through  a toll-free  telephone 
number  on  a time-and-materials  basis  to 
individuals  and  small  groups  using  Netscape 
Navigator  software.  Services  include  on-line 
technical  support  and  bug  fixes  or  software 
releases  as  required. 

• Netscape  Server  Annual  Support:  Netscape 
offers  an  annual  support  program  targeted 
at  system  administrators  who  have  licensed 
Netscape  servers.  Services  are  similar  to 
those  in  Netscape  HelpDesk  Support,  but 
are  oriented  toward  the  Netscape  server 
software. 

• Netscape  Premium  Support:  Netscape  offers 
medium-sized  and  large  organizations  and 
strategic  partners  24-hour  support,  partner- 
specific  training  and  consulting,  on-line 
access  to  support  information,  and  early 
access  to  new  software  releases. 

• Consulting  services  are  provided  by 
Netscape  for  particularly  complex 
application  design,  integration,  and 
installation.  These  services  are  provided  at 
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negotiated  rates  and  tjrpically  include  on-site 
support  during  the  installation  process  by 
Netscape  engineers. 

• Training:  Includes  hands-on  courses  and 
materials  to  resellers  and  users  covering 
installation,  configuration,  and 
troubleshooting.  Other  courses  cover 
sec\irity  and  encryption,  user  support,  data 
loading  and  content  creation,  HTML  user 
interface  design,  HTML  template  scripting, 
and  integration  with  the  database. 

• Advertising  space  is  provided  on  Netscape’s 
most  frequently  visited  Web  pages  to 
advertisers  to  display  their  logo  or  message 
on  a hyperlinked  button  with  access  to  their 
Web  site.  Netscape  charges  a monthly  fee 
for  the  advertising  spots  which  varies 
depending  on  the  specific  page  location  and 
the  number  of  visits  to  the  page. 

Marketing  and  Sales 

Netscape’s  marketing  strategy  includes: 

• Marketing  on  the  Internet 

• Target  marketing,  focusing  direct  marketing 
efforts  on  new  electronic  merchants, 
companies  publishing  on  the  Web,  and 
decision  makers  using  the  Internet  for 
internal  use  in  medium  and  large 
enterprises 

• Marketing  to  PC  users  in  both  the  business 
and  home  markets,  with  retail  distribution 
through  national  resellers,  reseller 
agreements  with  Internet  access  providers, 
and  bundling  arrangements  with  PC 
hardware  and  software  OEMs 

Netscape  currently  provides  its  products 

through  the  following  channels: 


Direct  sales  channels  include  the  following: 

• The  direct  sales  force  targets  medium  to 
large  organizations,  including 
telecommunications  companies, 
manufacturers,  retailers,  publishers,  and 
financial  services  companies,  for  Internet 
commerce  and  enterprise  applications 
market  opportunities. 

• The  telesales  organization,  based  in 
Mountain  View,  receives  customer  orders 
and  proactively  contacts  potential 
customers. 

• Netscape  offers  its  products  and  services 
electronically  via  the  Internet  through  an 
implementation  of  Netscape’s  Merchant 
System  commercial  application. 

Indirect  channels  include  distribution  through 

OEMs,  systems  integrators,  VARs,  and 

software  retailers. 

• Netscape  has  established  OEM  relationships 
to  leverage  its  sales  efforts.  The  company 
has  OEM  reseller  agreements  with 
companies  such  as  Apple,  AT&T,  Compaq, 
Deutsche,  Digital,  Fujitsu  Limited,  Hewlett- 
Packard,  IBM,  Informix,  Intuit,  Novell, 
Mitsubishi,  Olivetti,  Siemens  Nixdorf, 

Silicon  Graphics,  Sony,  Sun  Microsystems, 
Sybase,  and  Toshiba  to  bundle  Netscape’s 
server  or  client  software  with  certain  of  their 
product  offerings. 

• Telecommunications  and  on-line  service 
companies,  as  providers  of  Internet  access, 
also  sell  Netscape’s  products  to  individual 
business  and  home  PC  users  for  personal 
information  publishing,  browsing,  and 
shopping.  Netscape  Navigator  is  available 
through  more  than  150  Internet  service 
providers  across  the  U.S.  and  Canada. 
Netscape  has  relationships  with  companies 
such  as  AT&T  WorldNet  Service,  America 
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Online,  Bell  Atlantic,  CompuServe, 
Concentric  Research,  GE  Information 
Services,  First  Data  Corporation,  and 
NETCOM  On-Line  Communications 
Services. 

• Customers  can  also  purchase  Netscape 
Navigator  Personal  Edition  software 
through  a network  of  retail  distributors  in 
North  America.  Ventana  Communications 
Inc.,  a domestic  retail  distributor,  accounted 
for  11%  of  total  revenue  for  Netscape  in 
1995. 

In  March  1996,  Netscape  announced  three 
new  marketing  and  support  programs  for  its 
channel  partners. 

• The  Netscape  AffiliatePlus  Partner  program 
offers  technical  and  marketing  support  for 
resellers  of  Netscape’s  software,  including 
client,  server,  and  tools  products. 

• The  Netscape  Commercial  Application 
Partner  program  authorizes  systems 
integrators,  resellers,  and  consultants  to 
sell,  install,  and  service  Netscape 
commercial  applications.  These  partners 
receive  marketing  and  technical  support 
material  and  have  access  to  Netscape’s 
professional  services  organization. 

• The  Netscape  Education  Partner  program 
enables  Netscape  distributors,  training 
organizations,  and  individuals  to  be 
authorized  to  resell  and  conduct  training  on 
Netscape  products. 

Alliances 

In  addition  to  the  partnerships  described 
above,  Netscape  has  the  following 
alliances/ agreements : 

• In  April  1996,  Netscape  and  GE  Information 
Services  established  Actra  Business  Systems 
L.L.C.,  a joint  venture  that  will  develop  and 


market  software  for  Internet-based 
business-to-business  electronic  commerce. 

• In  April  1996,  Netscape  announced  that  Bell 
Atlantic  will  provide  cobranded  Netscape 
software  to  its  business  and  residential 
customers. 

• In  April  1996,  Hewlett-Packard  announced 
plans  to  offer  Netscape  Navigator  software 
as  part  of  the  HP  Broadband  Internet 
Delivery  System. 

• In  April  1996,  Netscape  and  PointCast 
Incorporated  announced  plans  to  jointly 
market  Netscape  Navigator  Internet  client 
software  and  the  PointCast  Network,  a free 
service  that  broadcasts  news  and 
information  directly  to  a viewer’s  computer 
screen. 

• In  February  1996,  AT&T  announced  that  a 
preconfigured  version  of  Netscape  Navigator 
software  is  available  for  its  dial-up  AT&T 
WorldNet  Services  at  no  extra  charge  to  help 
its  subscribers  navigate  the  Internet, 

• In  December  1995,  Netscape  and  Sun 
Microsystems  announced  JavaScript an 
open,  cross-platform  object  scripting 
language  for  creating  and  customizing 
Internet  and  Intranet  applications,  with  28 
companies  endorsing  the  technology  as  an 
open  standard. 

• Netscape  has  established  relationships  with 
computer  hardware  manufacturers,  systems 
integrators,  trading  houses,  and  other 
companies  in  Japan,  including  Information 
Services  International-Dentsu,  Itochu 
Techno-Science  Corporation,  Mitsubishi, 
NEC,  NTT  PC  Communications,  Softbank 
Corp.,  Software  Japan  International,  Sony, 
and  Toshiba,  to  bundle  their  products  with 
Netscape  software. 
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Competition 

Netscape’s  competitors  include  the  following: 

• Browser  software  vendors,  including  Spry, 

Inc.  (a  subsidiary  of  CompuServe),  Spyglass, 
NetManage,  Network  Computing  Devices, 
and  Quarterdeck  Office  Systems.  In 
addition,  the  NCSA  at  the  University  of 
Illinois  distributes  its  product,  NCSA 
Mosaic,  for  free  for  noncommercial  use 
(Spyglass  has  an  exclusive  license  for  NCSA 
Mosaic  and  is  actively  sublicensing  it  to 
other  commercial  vendors). 

• Server  software  and  services  vendors  offering 
Web  server  products  include  Microsoft,  IBM, 
Oracle,  Novell,  Spyglass,  Open  Market  Inc., 
Quarterdeck,  and  O’Reilly  & Associates. 

• PC  and  UNIX  software  vendors,  including 
Microsoft,  IBM,  and  Apple,  are  incorporating 
or  may  incorporate  client  software  and  Web 
server  software  into  their  operating  systems 
as  standard  features.  Netscape  also  expects 
UNIX  operating  systems  vendors,  such  as 
Sun,  Hewlett-Packard,  Digital,  SCO,  and 
Silicon  Graphics,  to  incorporate  Web  client 
and  server  software  into  their  operating 
systems. 

• Internet-based  groupware  software — Lotus, 
Radnet,  Action  Technologies 


• Other — Competition  also  comes  from  a range 
of  vendors  that  provide  client/server 
applications  and  tools,  multimedia, 
document  management,  networking 
software,  network  management,  and 
educational  software. 

Assessment 

Netscape’s  strengths  include: 

• Founder  Jim  Clark’s  foresight 

• Overwhelming  share  of  the  Web  browser 
market 

• Commitment  to  open  standards 

• Rapid  software  development  cycles 

Challenges  over  the  coming  year  include: 

• Importing  Collabra  software  to  its  Internet 
browser  without  disrupting  current  Collabra 
customer  base 

• Competition  from  Open  Market,  Inc.  for 
transaction  Web  servers 

• Competition  from  Microsoft 
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NEURON  DATA,  INC.  Patrick  Perez,  Chairman  and  CEO 

156  University  Avenue  Private  Company 

Palo  Alto,  CA  94301  Total  Employees:  80 

(415)  321-4488  Total  Revenue,  Fiscal  Year  End 

12/31/90:  $12,000,000* * 

* INPUT  estimate 


The  Company 


Neuron  Data,  founded  in  1985,  develops,  markets,  and  supports 
software  tools  for  developing  platform-independent  applications. 

• The  company's  flagship  product,  NEXPERT  OBJECT^,  is  an 
expert  system  development  tool  with  over  12,000  installations 
supporting  over  2,500  customers  worldwide. 

• Neuron  Data  has  expanded  its  product  family  with  the  March 
1991  introduction  of  Open  Interface™,  a developer  tool  for 
building  portable,  graphical  user  interfaces  that  run  across  all 
major  windowing  environments.  In  the  first  two  months  of 
availability.  Neuron  Data  shipped  over  345  development  licenses 
and  900  runtime  copies  of  Open  Interface. 

INPUT  estimates  Neuron  Data's  1990  revenue  was  $12  million.  It  is 
anticipated  that  1991  revenue  will  reach  $15  million. 

During  1990,  Neuron  Data  received  $3  million  in  financing  to 
support  increased  sales  and  marketing  activities  in  North  America, 
Europe,  and  Japan. 

Neuron  Data  has  approximately  80  employees,  segmented  as 
follows: 

Marketing  and  sales  30 

Engineering  and  customer  support  35 

Administration  15 

80 


Key  Products  and  One  hundred  percent  of  Neuron  Data's  revenue  is  derived  from  its 
Services  software  products  and  associated  support  services. 

The  company's  initial  product,  NEXPERT  OBJECT,  is  an  expert 
systems  development  tool  whose  features  permit  building  a 
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knowledge-based  component  that  integrates  seamlessly  with 
conventional  software,  including  programming  languages,  data 
bases,  and  applications. 

• Written  in  C,  NEXPERT  features  an  integrated  rule-and-object- 
based  inference  engine,  graphical  user  interface,  and  an 
architecture  that  provides  an  open  and  complete  application 
programming  interface  (API). 

• NEXPERT  OBJECT  is  currently  available  on  over  30  standard 
platforms,  including  IBM  personal  computers  and  compatibles 
running  DOS  UNIX,  and  OS/2;  the  Apple  Macintosh  running 
the  Macintosh  operating  system  and  A/UX;  UNIX  computers 
from  AT&T,  Hewlett-Packard/ Apollo,  IBM,  MIPS,  NCR, 

NeXT,  Pyramid,  Silicon  Graphics,  Solbourne,  Sony,  Sun,  and 
Tandem;  Tandem  NonStop  systems  under  Guardian;  DEC 
computers,  including  VAX/VMS,  VAX/Ultrix,  and  RISC/Ultrix 
systems;  and  IBM  mainframes  under  VM,  MVS,  and  CICS. 

• NEXPERTs  current  installed  base  of  12,000  development 
licenses  includes  40%  on  IBM  PCs  and  compatibles,  22%  on 
Macintosh,  18%  on  Sun  workstations,  12%  on  VAX,  and  the 
remainder  on  IBM  mainframes  and  other  UNIX  systems. 

Open  Interface  is  a software  development  toolkit  for  building 
portable,  graphical  user  interfaces  that  run  across  all  major 
windowing  environments. 

• Open  Interface  supports  development  and  deployment  on  the 
following  windowing  environments;  Macintosh,  MS-Windows  3.0, 
Presentation  Manager,  Open  Look,  and  Motif. 

• General  operating  systems  supported  include  Macintosh,  DOS, 
OS/2,  VMS,  and  UNIX.  Specific  UNIX  platforms  supported 
include  Sun  workstations,  DECstations,  IBM  RS/6000, 

HP/ Apollo,  and  386/486  UNIX. 

• Over  400  development  licenses  and  1,000  runtime  licenses  of 
Open  Interface  have  shipped  since  commercial  availability  in 
May  1991. 

NEXTRA  is  a high-end  knowledge  acquisition  product  and  CASE- 
based  reasoning  tool  for  expert  systems  development. 

• NEXTRA  structures  intangible  knowledge  into  a cluster  of 
logical  relationships,  and  then  uses  that  knowledge  to 
automatically  generate  rules  and  objects  that  are  usable  in 
NEXPERT. 
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• NEXTRA  is  currently  available  on  the  Macintosh.  The  company 
plans  to  port  NEXTRA  to  other  hardware  platforms. 


Neuron  Data  has  focused  its  marketing  efforts  on  applications 
developers  and  systems  integrators  charged  with  building 
departmental,  mission-critical  applications. 

The  company's  products  are  being  used  by  large  and  small 
companies  in  industries  such  as  manufacturing,  telecommunications, 
financial  services,  oil  and  energy,  and  defense.  Fielded  applications 
include  process  control,  shop  floor  testing  and  control,  insurance 
underwriting,  satellite  control,  CAD/CAM,  nuclear  power  plant 
monitoring,  network  maintenance,  and  publishing  systems. 

• U.S.  customers  include  American  Airlines,  American  Express, 
AT&T,  Microsoft,  Manufacturers  Hanover,  Shearson  Lehman, 
Boeing,  Deloitte-Touche,  General  Electric,  Tandem,  U.S.  Navy, 
Chemical  Bank,  McDonnell  Douglas,  Shell  Oil,  Owens-Corning, 
Security  Pacific  Bank,  and  Alcoa  Aluminum. 

• International  customers  include  Siemens,  Saab,  Pirelli,  Philips, 
Reuters,  Toyota,  Sony,  and  Credit  Agricole. 

The  company  has  developed  a number  of  strategic  relationships 
with  third-party  vendors: 

• Neuron  Data  has  cooperative  marketing  and  development 
agreements  with  software  vendors  such  as  Oracle,  Sybase, 
ASK/Ingres,  and  Informix. 

• The  company  also  works  closely  with  various  hardware  vendors, 
including  DEC,  IBM,  Hewlett-Packard,  Sun,  Sony,  Tandem,  and 
Apple. 

• The  NEXPERT  Partners  Program,  established  by  Neuron  Data 
to  help  serve  specific  vertical  markets  and  application 
requirements,  consists  of  a worldwide  network  of  organizations 
providing  products  and/or  services  based  on  NEXPERT. 
Members  include  DEC,  Bechtel  A1  Institute,  and  consultants 
such  as  EDS  and  Andersen  Consulting. 

Neuron  Data's  revenues  are  generated  evenly  by  the  company's 
direct  sales,  telesales,  and  third-party  distribution  channels. 
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Approximately  40%  of  Neuron  Data's  revenue  is  derived  from  the 
U.S.,  45%  from  Europe,  and  15%  from  Asia/Pacific. 

Neuron  Data  provides  product  sales,  customer  support,  and  services 
directly  through  its  headquarters  in  Palo  Alto  (CA),  and  regional 
sales  offices  in  New  Yorlq  Washington,  D.C.,  and  Houston. 

Internationally,  the  company  does  business  in  22  countries  and 
provides  sales  and  support  through  offices  in  the  U.K.,  France,  and 
Japan. 

The  company  complements  its  direct  sales  through  its  worldwide 
network  of  distributors,  VARs,  and  systems  integrators,  including 
DEC  (NEXPERT  is  a Digital  Distributed  Software  product), 
Bechtel  A1  Institute,  Deloitte  & Touche,  and  Electronic  Data 
Systems. 

• International  distributors  include  DEC,  Bechtel,  and  Hitachi  in 
Japan;  Software  Sciences  in  Europe;  and  Sysdata  in  Italy. 
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COMPANY  PROFILE 

NEURON  DATA 

444  High  Street 
Palo  Alto,  CA  94301 
(415)  321-4488 

Patrick  Perez,  Chairman  and  CEO 
Private  Company 
Total  Employees:  44 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $8,000,000* 

‘INPUT  estimate 

The  Company 

C 

Neuron  Data  was  founded  in  1985  to  develop  and  market  expert 
system  shell  technology  based  on  the  research  of  Alain  Rappaport, 
one  of  the  three  co-founders  of  the  company.  The  company 
markets  its  expert  system  technology  as  a software  development 
tool  for  integrating  knowledge  processing  into  mainstream 
computing. 

The  company  began  commercial  shipments  of  its  initial  expert 
system  application  development  product,  NEXPERT  OBJECT™ 
for  the  Apple  Macintosh  in  the  fall  of  1985.  Currently,  NEXPERT 
OBJECT-based  applications,  which  use  rules  and  objects  to  create 
logical  data  structures,  are  portable  across  the  Apple  Macintosh, 
IBM  PC,  UNIX  workstation,  DEC  VAX  computer,  and 
IBM/VM/MVS  mainframe  platforms. 

Management  recently  indicated  that  the  company  was  shipping  its 
knowledge-based  development  tools  at  the  rate  of  250  units  per 
month.  Over  1,750  companies  are  now  using  the  product,  and  over 
7,000  development  tool  packages  have  been  sold  to  date.  The 
company  has  been  profitable  since  its  first  year  of  operations. 

Key  Products  and 
Services 

C 

The  company's  principal  product,  NEXPERT  OBJECT,  combined 
with  its  AI  Library,  was  written  in  C language  as  an  open  system 
which  easily  allows  for  integrating  expert  systems  technology  into 
conventional  software  solutions. 

The  underlying  technology  of  NEXPERT  OBJECT  uses  both 
rules  and  objects  which  can  be  described  as  a hybrid  expert 
systems  shell  architecture.  This  hybrid  technology,  support  for 
standards,  and  library  architecture  enhances  the  ability  to  embed 
knowledge-based  applications  into  3GL  and  RDBMS 
programming  environments. 

• For  example,  NEXPERT  OBJECT  can  be  used  to:  map  a 
relational  data  base  into  an  object  inside  an  Artificial 
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Intelligence  System;  create  reasoning  upon  subjects  and  as  a 
way  of  checking  the  reliability  of  a data  base;  or  create  a 
distributed  file  base  with  referential  integrity,  with  the  mapping 
of  all  types  of  data  structures. 

The  graphic  interface  of  NEXPERT  OBJECT  supports  various 
windowing  environments,  including  Microsoft  Windows,  DEC 
Windows,  and  Presentation  Manager,  with  the  same  look  and  feel 
for  all  supported  platforms  and  operating  systems. 

The  company  estimates  that  approximately  20%  of  the 
applications  developed  with  NEXPERT  OBJECT  are  built  by 
domain  experts  rather  than  by  computer  programmers. 

Approximately  45%  of  the  development  platforms  for  NEXPERT 
OBJECT  are  MS-DOS  based;  27%  are  done  on  the  Apple 
Macintosh;  18%  with  Sun  Microsystems  workstations;  10%  on 
DEC  VAX  machines,  and  6%  on  other  UNIX  platforms.  For  the 
PC,  an  extra  megabyte  of  memory  is  required. 

NEXPERT  OBJECT'S  end  user  interfaces  include  the  following: 

• NEXPERT  Forms  provides  a common  end  use  access  to  the 
knowledge  base  on  a back-end  server  as  part  of  a cooperative 
processing  client/server  application. 

- NEXPERT  OBJECT  has  been  ported  to  the  SYBASE 
SQL/OS/2  environment. 

- NEXPERT  Forms  can  also  be  considered  a NEXPERT 
4GL. 

- The  company  has  also  created  a cooperative  processing 
version  of  NEXPERT  for  the  IBM  mainframe  environment 
using  the  PC  and  the  LU6.2  APPC  distributed  processing 
protocol.  It  has  also  provided  a new  programming  paradigm 
for  embedding  rules  into  COBOL  and  Fortran  in  a 
distributed  programming  environment. 

- NEXPERT  Forms  is  now  completely  integrated  into 
NEXPERT  OJBECT  to  enhance  application  development 
capability  of  both  professional  programmers  and  end  users 
(domain  experts).  DataView  from  V.I.P  and  HyperCard  are 
other  front-end  user  access  tools  used  to  provide  interfaces 
for  NEXPERT  to  other  applications. 

• NEXPERT  Images  is  a graphics  tool  for  painting  end  user 
screens. 
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A newer  product  offering  is  the  Open  Interface  Toolbox,  which  is 
a cross-windowing  development  environment.  The  product 
provides  operating  system,  windowing  environment,  and  hardware 
independence.  This  will  allow  for  designing  windows-based 
applications  across  platforms,  such  as  the  Macintosh  and  PS/2, 
providing  a common  look  and  feel. 

NEXTRA  is  a high-end  knowledge  acquisition  product  and 
transfer  tool  for  expert  systems  development. 

• NEXTRA  elicits  knowledge  from  the  user  through  interactive 
interviewing,  structures  the  knowledge  into  logical 
relationships,  and  then  provides  graphical  representations  and 
analyses  of  that  knowledge. 

• NEXTRA  benefits  expert  systems  developers  by  providing 
structure  and  focus  to  the  expertise  required  in  the  particular 
system  being  developed  and  automatically  generating  rules  and 
objects  for  NEXPERT  OBJECT. 

• NEXTRA  runs  on  the  Macintosh  II  family  or  SE-30  systems 
with  at  least  2 megabytes  of  memory. 


The  company  distributes  its  products  through  VARs  and  OEMs 
such  as  DEC  and  Bechtel  AI  Institute,  as  well  as  through  direct 
sales.  Neuron  Data  also  markets  jointly  with  other  vendors  such 
as  V.I.  Corp.,  Sybase,  Inc.,  and  Relational  Technology,  Inc.,  to 
provide  customers  with  integrated  solutions. 

Sixty  percent  of  the  total  company  business  is  done  through 
distributors,  OEMs,  and  VARS. 

The  company's  product  is  being  used  to  develop  various 
applications,  including:  applications  for  factory  automation; 
CASE,  simulation,  and  modeling  for  aerospace  and  CAD/CAM; 
and  advisory  systems  for  financial  and  office  automation  and 
network  monitoring  and  control.  In  addition,  NEXPERT 
OBJECT  is  being  used  to  embed  intelligent  agents  into  such 
products  as  programming  languages,  relational  data  bases,  and 
spreadsheets. 

NEXPERT  is  being  used  in  such  industries  as  manufacturing, 
financial  services,  defense,  electronics,  telecommunications, 
insurance,  and  energy.  Customers  include  Boeing  Aircraft, 
General  Electric,  U.S.  Air  Force  and  Navy,  Merrill  Lynch, 
Chemical  Bank,  Chase  Manhattan,  Procter  & Gamble,  General 
Motors,  IBM,  Hughes  Aircraft,  Mcdonnell  Douglas,  AT&T, 
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Pacific  Bell,  UNUM  Insurance,  the  Equitable,  Shell  Oil,  ALCOA, 
and  EXXON. 

The  company  has  developed  a number  of  strategic  relationships 
with  other  vendors,  including  a recent  agreement  with  Sony 
Corporation,  where  Neuron  Data  will  provide  its  NEXPERT 
OBJECT  in  both  English  and  Kanji  versions  for  use  with  the 
SONY  NEWS  family  of  UNIX  workstations. 

Other  alliances  include  a joint  venture  with  Hewlett-Packard  and 
support  for  leading  object-oriented  data  base  management  systems 
from  Ontologic  and  Servio  Logic. 


Approximately  60%  of  Neuron  Data's  revenue  is  derived  from  the 
U.S.  and  40%  from  international  sources. 

The  company  offers  customer  support  and  training  directly  and 
through  a worldwide  network  of  consultants  and  distributors,  such 
as  Coopers  and  Lybrand,  Arthur  Andersen,  and  EDS. 
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NEWTREND 

2600  Technology  Drive 
Orlando,  FL  32804 
Phone:  (407)297-0870 
Fax:  (407)  292-2528 


President  & CEO: 
Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


R.E.  King 
Private 
592 

$77,354,283 

12/31/92 


Key  Points 


During  1992,  Newtrend  was  reorganized  into  three  business  units 
according  to  markets  it  targets-retail  and  commercial  banks,  savings 
and  loan  and  savings  banks,  and  credit  unions. 

In  early  1992,  Newtrend  assumed  responsibility  for  a major  IBM- 
based  data  center  in  Des  Moines  (lA).  The  data  center,  which  uses 
Newtrend's  INFOPOINT  software,  now  serves  as  Newtrend's 
principal  vehicle  for  offering  INFOPOINT  via  client-site  and 
remote-site  systems  operations  and  service  bureau  processing. 

In  the  fourth  quarter  of  1992,  Newtrend  introduced  the  Credit  Union 
Business  Environment  (CUBE),  reportedly  the  only  system  currently 
available  for  credit  unions  based  on  client/server  technology. 

In  the  fourth  quarter  of  1992,  Newtrend  began  marketing  EPS,  an 
information  management  and  profitability  system. 

In  1993,  Newtrend  introduced  Executive  Powers,  an  executive 
information  system  enhancement  to  its  MISER2  product  line. 
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Description 

Newtrend,  established  in  1977,  provides  a range  of  outsourcing, 
professional  services,  and  applications  software  products  to  retail  and 
commercial  banks,  savings  and  community  banks,  and  credit  unions. 
Clients  number  approximately  468  and  range  in  asset  size  from  $50 
million  to  more  than  $250  billion. 

Since  1991,  Computer  Associates  International  has  had  an  equity 
interest  in  Newtrend. 

Organization 

Newtrend  is  currently  organized  into  three  strategic  lines  of  business 
supported  by  a companywide  Corporate  Services  organization.  Each 
business  unit  has  its  own  dedicated  resources  for  research  and 
development,  sales  and  marketing,  client  support,  and  outsourcing 
services. 

• The  Banking  Business  Unit  offers  its  IBM-based  INFOPOINT^^  and 
EPS™  systems  to  retail  and  commercial  banks  with  assets  ranging 
from  $50  million  to  $250  billion. 

• The  Thrift  Business  Unit  offers  its  Unisys-based  MISER2^  to  savings 
banks  and  savings  and  loans  with  assets  over  $100  million. 

• The  Credit  Union  Business  Unit  serves  credit  unions  of  all  sizes. 

MISER2  is  marketed  to  very  large  institutions,  and  CUBE™  is  a 
client/server-based  system  available  to  credit  unions  of  all  sizes. 

Each  Business  Unit  organization  includes  an  Outsourcing  Division  that 
provide  systems  operations  (both  client-site  and  Newtrend-site)  and 
service  bureau  services.  Newtrend's  IBM-based  and  Unisys-based 
outsourcing  divisions  are  supported  by  data  centers  located  in  strategic 
regions  throughout  the  continental  U.S. 

The  Corporate  Services  organization  ensures  that  business  practices  are 
consistent  across  business  units  and  provides  financial,  legal,  human 
resources,  and  administrative  services  for  the  company. 

Newtrend  has  sales  and  data  processing  facilities  in  Arizona,  California, 
Connecticut,  Illinois,  Iowa,  Florida,  Kentucky,  Lxiuisiana,  Maryland, 
Massachusetts,  Missouri,  New  Jersey,  New  York,  North  Carolina,  Ohio, 

Oregon,  Pennsylvania,  Texas,  Virginia,  and  Washington,  D.C. 

o 
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Newtrend's  focus  for  its  three  business  areas  is  to  provide  outsourcing 
and  software  products.  Consulting,  installation,  and  other  services  are 
provided  as  ancillary  offerings  to  its  existing  software  and  services  client 
base. 

Newtrend  management  believes  that  its  three  target  markets  are 
becoming  more  homogenous  in  terms  of  the  applications  needed  to 
support  their  business  operations,  however: 

• Commercial  banks  still  need  stronger  commercial  lending  packages 
to  support  the  range  of  loans  they  service. 

• Thrifts  and  credit  unions  require  more  on-line  real-time  support  for 
credits  and  debits,  whereas  commercial  banks,  due  to  their  high 
volume  environment,  rely  of  proof-of-deposit,  memo  post  systems. 

Newtrend's  first  client/server  offering,  CUBE,  is  targeted  to  credit 
unions.  The  company  believes  that  client/server  technology  also  has  a 
place  in  thrifts  and  commercial  banks  by  providing  cost  benefits  and 
added  flexibility  and  power  to  end  users.  Newtrend  plans  to 
development  client/server  applications  for  these  markets  (initially  for 
community  banks). 

Newtrend's  investment  in  research  and  development  is  significantly 
above  the  industry  average,  with  $17.8  million  (23%  of  total  revenue) 
being  spent  in  1992.  Recent  development  efforts  have  focused  on 
Newtrend's  newest  products— EPS  and  CUBE.  Newtrend  also  plans  to 
maintain  its  INFOPOINT,  MISER2,  and  CUBE  software  platforms 
based  on  changes  in  client  requirements,  federal  regulations,  and 
technology  advancements.  Long  term  efforts  will  focus  on  migrating 
other  applications  to  client/server. 

Specific  strategies  by  line  of  business  are  as  follows: 

• Thrifts:  Newtrend's  growth  strategy  will  continue  to  focus  on 
outsourcing  as  well  as  in-house  software,  with  a commitment  to 
service,  especially  in  the  areas  of  information  management  and 
distributed  processing.  Newtrend  has  recently  added  an  executive 
information  system  capability  (Executive  Powers)  to  MISER2. 

• Retail  and  commercial  banks:  Newtrend  will  continue  to  expand  its 
penetration  of  this  market  by  increasing  its  outsourcing  services  in 
back-office  applications  in  such  areas  as  loan  servicing  and  item 
processing,  and  through  customized  services,  including  imaging.  The 
company  will  also  expand  the  capabilities  of  EPS  to  include  risk 
management,  and  augment  strategic  applications  such  as  funds 
transfer  pricing.  Extended  support  services,  including  custom 
programming,  codevelopment,  and  advanced  training  will  be  added. 
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Credit  unions:  Newtrend  will  cultivate  the  strong  interest  in  its 
MISER2  and  CUBE  systems  and  expand  on  its  outsourcing  and  in- 
house  solutions.  Areas  to  be  addressed  include  networked  systems, 
EIS  functionality,  and  increased  support  services. 


Financials  Total  1992  revenue  reached  $77.4  million,  a 27%  increase  over  1991 

revenue  of  $61.1  million.  Net  income  reached  nearly  $8.7  million.  A 
four-year  financial  summary  is  shown  on  the  following  page. 

During  the  period  from  1989  to  1992,  total  revenue  grew  at  an  average 
annual  rate  of  16%,  and  recurring  revenue  grew  at  an  average  annual 
rate  of  28%. 

Revenue  in  1992  from  multiyear  outsourcing  agreements  totalled  $30.6 
million  (40%  of  revenue),  an  increase  of  96%  over  $15.6  million  in 
1991  (26%  of  revenue). 

Research  and  development  expenses  were  $17.8  million  (23%  of 
revenue)  in  1992,  compared  to  $16.8  million  (27%  of  revenue)  in  1991, 
and  $15.8  million  (27%  of  revenue)  in  1990. 


NEWTREND 

THREE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1992 

1991* 

1990* 

1989* 

Revenue 

$77.4 

$61.1 

$57.8 

$49.8 

• Percent  increase 
from  previous  year 

27% 

6% 

16% 

N/A 

Income  before  taxes 

$8.7 

$8.1 

$8.0 

$6.0 

• Percent  increase 
from  previous  year 

7% 

1% 

33% 

N/A 

Net  income 

$8.7 

$8.1 

$8.0 

$6.0 

• Percent  increase 
from  previous  year 

7% 

1% 

33% 

N/A 

Unaudited  proforma  results 


Alliances  Newtrend  maintains  numerous  alliances  with  companies  that  provide 

products  and  services  to  Newtrend  clients.  These  alliances  further 
expand  the  features  and  functionality  of  Newtrend's  products. 

Examples  of  key  alliances  -include: . 
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• OnLine  Financial  Communications  (branch  automation) 

• Unisys  (image  proof  of  deposit) 

• Cincinnati  Bell  Information  Systems  (statement  imaging) 

• J.D.  Carreker  and  Associates  (electronic  check  presentment) 

• TALX  Corp.  (voice  response) 

Newtrend  also  contracts  certain  custom  programming  projects  to  a 
third  party. 


As  of  December  31,  1992,  Newtrend  had  592  employees  (associates), 
segmented  as  follows: 


Sales  and  marketing 

8% 

Service 

54% 

Product  development 

26% 

Administration 

12% 

100% 

Competitors  include  FIserv,  Alltel/Systematics,  M&I  Data  Services, 
(Marshall  & Isley),  The  BISYS  Group,  Ultradata,  and  Summit 
Information  Systems. 


INPUT  estimates  that  approximately  40%  of  Newtrend’s  1992  revenue 
was  derived  from  outsourcing  (systems  operations/facilities 
management  and  service  bureau  processing)  and  60%  from  software 
licenses,  maintenance,  and  professional  services. 

Banking  Business  Unit: 

This  unit  provides  outsourcing  (systems  operations)  and  in-house 
software  licenses  based  on  Newtrend's  INFOPOINT  and  EPS  systems 
to  retail  and  commercial  operations  of  banks  ranging  from  $50  million 
to  $250  billion  in  assets.  There  are  249  clients,  with  the  vast  majority 
reporting  more  than  $500  million  in  assets,  and  60%  of  all  banks  with 
assets  over  $2  billion  are  Newtrend  clients. 

INFOPOINT  is  comprised  of  22  integrated  banking  applications  that 
may  operate  on  a standalone  basis  or  as  an  integrated  system. 

• INFOPOINT  is  available  for  license  on  IBM  and  compatible 
mainframes  under  MVS/VSE.  During  1992,  Newtrend  began  re- 
engineering the  INFOPOINT  applications  to  provide  an  open 
architecture 


I 
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• The  principal  market  addressed  by  this  product  is  commercial  banks 
with  assets  greater  than  $500  million. 

• In  February  1992,  Newtrend  assumed  responsibility  for  the 
operations  and  client  base  of  Financial  Information  Trust  (FIT),  a 
cooperatively  owned  financial  data  center  in  Des  Moines  (lA),  under 
a multiyear  $40  million  contract. 

- The  Des  Moines  data  center,  which  uses  an  INFOPOINT 
software  platform,  serves  as  Newtrend's  principal  vehicle  for 
offering  INFOPOINT  on  a remote  systems  operations  and  service 
bureau  basis.  The  data  center  now  serves  52  outsourcing  clients. 

- The  contract  added  $11.4  million  in  revenue  per  year  and  47 
clients,  as  well  as  approximately  110  new  employees. 

INFOPOINT  products  include  the  following: 

• Relationship  Management  Solution: 

- Relationship  Customer  Information  File  (RCIF) 

- Relationship  Management  (Household  Marketing, 

Relationship  Pricing,  Scrub,  De-dupe) 

- Profitability  Analysis 

- IMAGINE  Report  Writer 

• Deposit  Solution: 

- Combined  Interest  Reporting 

- Combined  Statement 

- Deposits 

- Exception  Administrator 

- Time  Investment 

- Teller 

- Account  Analysis 

• Loans  Management  Solution: 

- Integrated  Commercial  Loans 

- Integrated  Installment  Loans 

- Mortgage  Loans 

- Investor  Reporting 

- Collection  Management 
Recovery  Management  System 
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• Financial  Control  Solution: 

- Accounts  Payable  System  (APS) 

- General  ledger,  budgeting,  cost  allocation 

- IMAGINE  (report  writer) 

• Transaction  Management  Solution: 

- Teller  Transaction  Gateway 

- ACH  (automated  clearing  house) 

- Cashtran  (large  currency  transaction  reporting) 

- Multisort  (bulk  filing  and  fine  sorting) 

- SuperMICR  (item  capture  and  reporting) 

• As  a result  of  various  alliances,  the  capabilities  of  the  INFOPOINT 
system  have  also  been  extended  to  include  branch  automation, 
electronic  check  presentment,  image  statements,  and  proof  of 
deposit. 

EPS,  introduced  in  1993,  is  a management  information  warehouse  and 
performance  reporting  system  that  integrates  an  executive  information 
system,  general  ledger  capability,  and  multicurrency  support  into  a 
management  information  solution. 

Thrift  Business  Unit: 

This  unit  serves  savings  and  loans,  and  savings  banks  with  over  $100 
million  in  assets.  There  are  148  savings  and  loans  and  savings  bank 
clients. 

The  MISER2  System  is  a fully  integrated,  single  data  base  system  with 
40  applications  that  operates  in  either  an  on-line,  real-time,  batch,  or 
memo  post  mode. 

• MISER2  operates  on  Unisys  A Series  mainframes  and  is  available 
for  license  for  in-house  use,  through  a service  bureau  arrangement, 
or  on  a facilities  management  (systems  operations)  basis. 

• The  MISER2  family  of  applications  include  the  following: 

Deposit  Applications: 

- Demand  Deposit  Accounting 

- Savings  & Certificate  of  Deposit 

- Retirement  Accounting 

- Lease  Security 
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Loan  Applications: 

- Commercial  Loans 

- Installment  Loans 

- Line  of  Credit 

- Leasing 

- Construction  Loans 

- Mortgage  Loans 

- Investor  Servicing 

- Loan  Origination  and  Secondary  Marketing 
(Products  include  real  estate,  commercial, 
commercial  construction,  and  installment  loans) 

- On-Line  Collections 

Customer  Applications: 

- Relationship  CIF 

- Customer  Profitability 

- Marketing 

- Safe  Deposit  Box 

- Voice  response 

- Optical  disk  storage  and  retrieval 

Financial  Control  Applications: 

- General  Ledger 

- Accounts  Payable 

- Fixed  Assets 

- Cost  Accounting 

- Account  Reconciliation 

Management  Support  Applications: 

- Executive  Power  (EIS) 

- Asset/Liability 
Investment  Management 
Report  Writer 

Dollar  Roll 

■ Transaction  Group  Applications: 

- Teller/Platform 

- EFT/ ATM 

- ACH  Processing/Warehousing 

- Alternate  Input  (ALTIN) 

Item  Processing 

- On-line  diagnostics 


Page  8 of  10 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


July  1993 


NEWTREND 


INPUT 


Other: 

- BancAudit 

- Communicate  (Electronic  mail) 


Credit  Union  Business  Unit: 

This  unit  serves  credit  unions  of  all  sizes. 

The  MISER2  system,  described  above,  is  marketed  to  large  credit 
unions  typically  with  more  than  50,000  members  or  $300  million  in 
assets. 

CUBE,  introduced  in  the  fourth  quarter  of  1992,  allows  credit  unions  to 
run  their  complete  operation  on  microcomputer  workstations  via  local- 
area  networks. 

• The  new  system  runs  entirely  on  client/server  technology  and  is 
marketed  to  credit  unions  of  all  sizes.  There  are  currently  eight 
credit  unions  using  CUBE.  These  clients  typically  have  less  than 
50,000  members  or  less  than  $300  million  in  assets. 

• Key  functions  include: 

- Relational  data  base 
Marketing  CIF 

- Graphics-based  executive  information  system 

- On-line  loan  application  and  tracking 

- On-line  collections 

- On-line  documentation 

- On-line  ATM  and  audio  response 

- Reporting 

Other: 

Newtrend  Educational  Services  (NES)  offers  more  than  100  ongoing 
educational  courses  to  Newtrend  clients  and  the  financial  industry  at 
large. 

• In  addition  to  producing  informational  and  instructional  videos,  NES 
conducts  year-round  training  sessions  in  Orlando  and  various  other 
sites  throughout  the  U.S.  Educational  services  are  also  available  at 
the  customer  site. 

• Newtrend's  accredited  courses  cover  Newtrend's  software  products, 
as  well  as  other  information  technology  topics. 


1993 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


Page  9 of  10 


NEWTREND 


INPUT 


Newtrend  disaster  recovery  services  include  a range  of  contingency 
planning  products  and  services,  including  hot-site  and  shell-site,  live 
local  testing,  and  recovery,  data  communications  network  configuration 
and  implementation,  and  contingency  planning  and  consulting  services. 
These  services  are  marketed  to  Newtrend  software  clients  and  are 
supported  by  its  disaster  recovery  center  in  Florida. 

Project  management,  consulting,  programming,  and  installation  services 
are  also  available. 


Industry  Markets  One  hundred  percent  of  Newtrend's  revenue  is  derived  from  the 

banking  and  finance  industry.  The  company  targets  institutions  ranging 
in  asset  size  from  $50  million  to  more  than  $250  billion. 

• For  1992,  approximately  249  (53%)  of  Newtrend's  customers  were 
commercial  and  savings  banks,  148  (32%)  were  savings  and  loans, 
and  71  (15%)  were  credit  unions  and  other  financial  institutions. 

• Approximately  35%  of  the  company's  clients  are  institutions  with 
assets  between  $100  million  and  $500  million,  13%  are  between  $500 
million  and  $1  billion,  41%  are  between  $1  billion  and  $10  billion, 
and  11%  are  over  $10  billion. 


Geographic 

Markets 


Nearly  all  of  Newtrend's  revenue  is  derived  from  the  U.S.  The 
company  has  clients  in  all  states. 
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NEWTREND™  Charles  B.  Wang,  Chairman 

2600  Technology  Drive  R.E.  King,  President  and  CEO 

Orlando,  FL  32804  Private  Company 

(407)  297-0870  Total  Employees:  500  (9/91) 

Total  Revenue,  Fiscal  Year  End 
12/31/91:  $68,000,000* * 

•Post-merger  proforma  estimate 


The  Company  In  May  1991,  Newtrend  was  formed  with  the  merger  of  The 

Newtrend  Group  and  the  INFOPOINT™  Banking  Software 
Division  of  Computer  Associates  International,  Inc.  This  new 
venture  is  owned  in  equal  shares  by  Computer  Associates  and 
Newtrend  and  continues  to  be  privately  held. 

Prior  to  the  merger,  operations  of  The  Newtrend  Group  and  the 
INFOPOINT  Banking  Software  Division  were  as  follows: 

• The  Newtrend  Group's  major  offering,  the  Unisys-based 
MISER2™  Total  Banking  System,  is  used  primarily  by  savings 
banks,  savings  and  loans,  and  credit  unions. 

- MISER2  is  available  on  an  in-house  license  basis,  through  a 
systems  operations  (facilities  management)  agreement,  or  as  a 
processing  service  through  Newtrend  service  bureaus. 

- Newtrend  also  offers  a range  of  support  services  for  MISER2, 
including  project  management,  implementation  and 
conversion,  education,  documentation,  disaster  recovery, 
consulting,  and  contract  programming. 

- The  Newtrend  Group,  with  326  employees  at  the  end  of  1990, 
had  revenue  of  $37.1  million,  $29.8  million,  and  $29.6  million 
and  net  income  of  $3.3  million,  $1.6  million,  and  $4.6  million 
for  1990,  1989,  and  1988,  respectively. 

• The  INFOPOINT  Banking  Software  Division  markets  and 
supports  the  IBM-based  INFOPOINT  family  of  integrated 
banking  software  products  primarily  to  commercial  banks. 

- The  products  are  currently  available  for  license  and  upon  the 
merger  are  also  available  via  processing  and  systems 
operations  services. 
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- The  division,  with  approximately  100  employees,  reported 
revenue  of  $20.9  million  and  net  income  of  $2.7  million  for 
1990  and  revenue  of  $23.2  million  and  net  income  of  $2.3 
million  for  1989. 

Post-merger  Newtrend  currently  provides  MISER2  and 
INFOPOINT  products  and  services  to  778  banks,  205  savings  and 
loans,  22  credit  unions,  and  other  financial  institutions. 

Newtrend's  proforma  revenue  for  1990  reached  $58  million.  Net 
income  for  the  combined  businesses  was  approximately  $6  million. 
Anticipated  revenue  for  1991  is  $68  million.  A three-year  financial 
summary  follows: 


NEWTREND 

THREE-YEAR  PROFORMA  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1991* 

1990 

1989 

Revenue 

$68.0 

$58.0 

$53.0 

• Percent  increase 

from  previous  year 

17% 

9% 

N/A 

Net  income 

$8.1 

$6.0 

$3.9 

• Percent  increase 

from  previous  year 

35% 

54% 

N/A 

Company  estimate 


Research  and  development  expenditures  from  the  combined 
businesses  were  approximately  $13.3  million  in  1990,  compared  to 
$12.6  million  in  1989.  The  company  has  committed  $17  million  to 
research  and  development  during  1991. 

• Since  1986,  approximately  $40  million  has  been  invested  in 
MISER2  research  and  development.  During  1991,  Newtrend  will 
spend  approximately  $10  million  on  MISER2  maintenance  and 
enhancements. 

• During  1991,  Newtrend  will  invest  $7  million  in  the  maintenance 
and  enhancement  of  the  INFOPOINT  Series. 

Competitors  include  FIserv,  Systematics,  NCR  Data  Services, 
Electronic  Data  Systems,  and  Automatic  Data  Processing. 
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Key  Products  and 
Services 


INPUT  estimates  that  approximately  80%  of  Newtrend's  proforma 
revenue  was  derived  from  software  product  licenses  and  associated 
maintenance  and  20%  from  processing,  systems  operations,  disaster 
recovery  services,  and  consulting  and  education  and  training 
professional  services. 

Newtrend's  operations  are  currently  conducted  through  the 
following  business  units: 

INFOPOINT  Division: 

The  INFOPOINT  Division,  with  106  employees  and  1990  revenue 
of  $20.9  million,  develops,  markets,  and  supports  the  INFOPOINT 
Series,  which  is  comprised  of  22  integrated  banking  applications 
that  may  operate  on  a standalone  basis  or  as  an  integrated  system. 

• The  INFOPOINT  Series  is  available  for  license  on  IBM  and 
compatible  mainframes  under  MVS/VSE. 

• The  principal  market  addressed  by  this  division  is  commercial 
banks  with  assets  greater  than  $500  million. 

• Of  INFOPOINTs  765  clients,  approximately  580  are  commercial 
banks,  100  are  savings  and  loans,  70  are  savings  banks,  and  15  are 
credit  unions  or  other  financial  institutions. 

INFOPOINT  products  include  the  following: 

• Deposit  Management  Systems: 

- INFOPOINT  Combined  Interest  Reporting 

- INFOPOINT  Combined  Statement 

- INFOPOINT  Deposits 

- INFOPOINT  Exception  Administrator 

- INFOPOINT  Time  Investment 

- INFOPOINT  Teller 

• Loan  Management  Systems: 

- INFOPOINT  Integrated  Commercial  Loans 

- INFOPOINT  Integrated  Installment  Loans 

- INFOPOINT  Integrated  Mortgage  Loans 

- INFOPOINT  Collection  Management 

- INFOPOINT  Recovery  Management 
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• Strategic  Management  Systems: 

- INFOPOINT  Accounts  Payable  System  (APS) 

- INFOPOINT  Customer  Management  Information  (CMI) 

- INFOPOINT  Financial  Control  System  (FCS) 

- INFOPOINT  Profitability  (analysis/modeling) 

- IMAGINE  (report  writer) 

• Transaction  Management  Systems: 

- INFOPOINT  ACH  (automated  clearing  house) 

INFOPOINT  Cashtran  (large  currency  transaction  reporting) 

- INFOPOINT  Multisort  (bulk  filing  and  fine  sorting) 

- INFOPOINT  SuperMICR  (item  capture  and  reporting) 

- INFOPOINT  SuperMICR  II 


MISER2  Division: 

The  MISER2  Division,  with  1990  proforma  revenue  of  $25.6 
million,  develops,  markets,  and  supports  the  MISER2  System 
applications  software  product  family. 

The  MISER2  System  is  a fully  integrated,  single  data  base  system 
with  40  applications  that  operates  in  either  a real-time  or  batch 
mode. 

• MISER2  operates  on  Unisys  A Series  mainframes  and  is 
available  for  license  as  a software  product  for  in-house  use,  as  a 
processing  service,  or  on  a facilities  management  basis. 

• Of  MISER2's  270  clients,  about  53%  are  savings  and  commercial 
banks,  44%  are  savings  and  loans,  and  3%  are  credit  unions  and 
other  institutions. 

- MISER2  is  used  by  financial  institutions  ranging  in  size  from 
less  than  $50  million  to  over  $13  billion  in  assets. 

- Major  clients  include  savings  institutions  with  assets  of  over 
$250  million  and  large  credit  unions  with  40,000  or  more 
members. 

The  MISER2  family  of  applications  include  the  following: 

• Deposit  Applications: 

- Demand  Deposit  Accounting 

- Savings  & Certificate  of  Deposit 
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- Retirement  Accounting 

- Lease  Security 

• Loan  Applications: 

- Commercial  Loans 

- Installment  Loans 

- Line  of  Credit 

- Leasing 

- Construction  Loans 

- Mortgage  Loans 

- Investor  Servicing 

- Loan  Origination  and  Secondary  Marketing 
(Products  include  real  estate,  commercial, 
commercial  construction,  and  installment  loans) 

- On-Line  Collections 

• Customer  Applications: 

- Relationship  CIF 

- Customer  Profitability 

- Marketing 

- Safe  Deposit  Box 

- Voice  response 

- Optical  disk  storage  and  retrieval 

• Financial  Control  Applications: 

- General  Ledger 

- Accounts  Payable 

- Fixed  Assets 

- Cost  Accounting 

- Account  Reconciliation 

• Management  Support  Applications: 

- Asset/Liability 

- Investment  Management 

- Report  Writer 

- Dollar  Roll 

• Transaction  Group  Applications: 

- Teller/Platform 

- EFT/ATM 

- ACH  Processing/Warehousing 

- Alternate  Input  (ALTIN) 
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- Item  Processing 

- On-line  diagnostics 

• Other: 

- BancAudit 

- Communicate  (Electronic  mail) 


Information  Services  and  Outsourcing  Division: 

This  division,  with  $11.5  million  in  revenue  for  1990  (compared  to 
$6  million  in  1989),  is  responsible  for  systems  operations  (facilities 
management),  service  bureau  processing,  custom  programming, 
custom  enhancements,  consulting,  training,  data  communication 
network  design  and  configuration  services,  and  education  and 
training  services.  Through  1990,  these  services  were  offered 
through  Newtrend  to  MISER2  clients.  Since  the  merger,  they  are 
also  available  to  INFOPOINT  clients. 

• Facilities  management  and  service  bureau  processing  for 
MISER2  clients  is  currently  provided  to  32  clients  through 
service  bureaus  located  in  Baton  Rouge  (LA),  Cleveland  (OH), 
Corpus  Christ!  and  Houston  (TX),  Hartford  (CT),  Ithaca  and 
New  York  City  (NY),  Los  Angeles  (CA),  Tampa  (FL),  Westfield 
(NJ),  and  Washington,  D.C. 

Newtrend  Educational  Services  (NES)  offers  more  than  500 
ongoing  educational  courses  to  Newtrend  clients  and  the  financial 
industry  at  large. 

• In  addition  to  producing  informational  and  instructional  videos, 
NES  conducts  year-round  training  sessions  in  Orlando  and  White 
Plains  and  various  other  sites  throughout  the  U.S.  Educational 
services  are  also  available  at  the  customer  site. 

• Newtrend's  accredited  courses  cover  Newtrend's  MISER2  and 
INFOPOINT  products,  as  well  as  other  information  technology 
topics. 

Newtrend  disaster  recovery  services  include  a range  of  contingency 
planning  products  and  services,  including  hot  site  and  shell  site,  live 
local  testing,  and  recovery,  data  communications  network 
configuration  and  implementation,  and  contingency  planning  and 
consulting  services.  These  services  are  marketed  to  Newtrend 
software  clients  and  are  supported  by  data  centers  in  Florida  and 
Maryland. 
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Industry  Markets 


Geographic 

Markets 


Computer 
Hardware  and 
Software 


Corporate  Services  Division: 

This  division,  with  68  employees,  provides  company  business 
planning  and  operational  support  services.  Throughout  1991,  the 
division  will  concentrate  on  integrating  the  INFOPOINT  Division 
and  the  Newtrend  organization. 


One  hundred  percent  of  Newtrend's  revenue  is  derived  from  the 
banking  and  finance  industry.  The  company  targets  institutions 
ranging  in  asset  size  from  $50  million  to  $100  billion. 

• For  1990,  approximately  778  (78%)  of  Newtrend's  customers 
were  commercial  and  savings  banks,  205  (20%)  were  savings  and 
loans,  and  22  (2%)  were  credit  unions  and  other  financial 
institutions. 

• Approximately  61%  of  the  company's  clients  are  institutions  with 
assets  over  $500  million. 


Nearly  all  of  Newtrend's  revenue  is  derived  from  the  U.S.  The 
company  has  clients  in  38  states. 

Newtrend  has  offices  in  California,  Connecticut,  Illinois,  Iowa, 
Florida,  Kentucky,  Maryland,  Massachusetts,  New  York, 
Pennsylvania,  Texas,  and  Washington,  D.C. 


Newtrend  has  Unisys  Series  A computers  installed  at  its 
headquarters  in  support  of  its  processing  and  disaster  recovery 
services. 
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COMPANY  PROFILE 


THE  NEWTREND  GROUP 

2600  Technology  Drive 
Orlando,  FL  32804 
(407)  297-0870 


Richard  Warren,  President 
Limited  Partnership 
Total  Employees:  240  (12/89) 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $29,630,687 


The  Company  The  Newtrend  Group  markets  and  supports  the  MISER2  Total 

Banking  System  for  financial  services  institutions.  MISER2  is 
available  on  an  in-house  basis,  through  a systems  operations 
(facilities  management)  agreement,  or  through  Newtrend's  service 
bureau  as  a processing  service.  Newtrend  also  serves  as  a systems 
integrator  offering  a range  of  support  services  for  MISER2, 
including  project  management,  implementation  and  conversion, 
education,  documentation,  disaster  recovery,  consulting,  and 
contract  programming. 

• The  company  formerly  operated  as  The  Newtrend  Group,  Inc. 
and  provided  products  and  services  to  financial  institutions 
through  two  divisions. 

- Modular  Information  Systems,  acquired  in  1984,  provided 
Unisys-based  turnkey  systems  and  associated  support 
services  based  on  its  proprietary  MISER  System. 

- CBS/Newtrend,  acquired  in  1985  as  Smith  Weiss  Delker, 
Inc.,  provided  integrated  banking  software  for  IBM 
System/38  computers. 

• In  February  1987,  the  company  discontinued  reselling  hardware 
with  its  software.  Unisys  sells  its  equipment  directly  to  MISER 
clients  and  pays  Newtrend  a commission  for  each  installation. 

• In  June  1987,  reflecting  management's  decision  to  concentrate 
its  efforts  and  resources  in  support  of  the  MISER  software 
product,  the  CBS/Newtrend  division  was  sold  to  Citicorp 
Information  Resources.  The  division  had  revenue  of 
approximately  $5.4  million  for  the  fiscal  year  ending  January  31. 
1987. 

• In  December  1987,  Newtrend  was  reorganized  into  a limited 
partnership  controlled  by  the  management,  associates,  and 
other  shareholders  and  was  renamed  The  Newtrend  Group. 
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The  company  changed  its  fiscal  year  end  from  January  31  to 
December  31. 

Newtrend's  1988  revenue  reached  $29.6  million,  a 42%  increase 
over  pro  forma  1987  revenue  of  $20.9  million.  Net  income  rose 
340%,  from  $1.1  million  in  1987  to  over  $4.6  million  in  1988.  In 
the  five-year  summary  that  follows,  financials  prior  to  1988  have 
been  restated  to  reflect  continuing  operations  and  the  change  of 
the  company's  fiscal  year  from  January  31  to  December  31: 

THE  NEWTREND  GROUP 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

1985 

1984 

Revenue 

• Percent  increase 

$29.6 

$20.9 

$17.6 

$10.6 

$6.5 

from  previous  year 

42% 

19% 

66% 

63% 

N/A 

Income  from  continuing 
operations  before  taxes 
• Percent  increase 

$8.7 

$4.5 

$4.8 

$3.1 

$1.8 

(decrease)  from 
previous  year 

93% 

(6%) 

55% 

72% 

N/A 

Net  income 
• Percent  increase 

$4.6 

$1.1 

$1.5 

$1.1 

N/A 

(decrease)  from 
previous  year 

340% 

(27%) 

36% 

N/A 

N/A 

Research  and  development  expenditures  were  approximately  $7.2 
million  (24%  of  revenue)  in  1988,  $5.6  million  (27%  of  revenue)  in 
1987,  and  $4.3  million  (24%  of  revenue)  in  1986.  The  company 
plans  to  invest  $9  million  in  research  and  development  during 
1989. 

• During  1987  and  1988,  Newtrend  invested  heavily  in  major 
enhancements  to  MISER  and  a number  of  related  products, 
resulting  in  the  introduction  of  MISER2  in  early  1989. 

As  of  December  31,  1988,  Newtrend  had  210  employees.  The 
company  currently  has  240  employees. 

Competitors  include  FIserv,  Systematics,  NCR  Data  Services, 
Electronic  Data  Systems,  and  Automatic  Data  Processing. 
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Key  Products  and 
Services 


Approximately  82%  ($24.4  million)  of  Newtrend's  1988  revenue 
was  derived  from  software  product  licenses  and  maintenance  fees; 
10%  ($3.1  million)  from  processing,  facilities  management, 
disaster  recovery,  and  education  and  training  services;  and  8% 
($2.2  million)  from  hardware  commissions. 

The  MISER2  Total  Banking  System  is  a fully  integrated,  single 
data  base  system  that  operates  in  either  a real-time  or  batch  mode. 

• MISER2  operates  on  Unisys  mainframes  and  is  available  for 
license  as  a software  product  for  in-house  use,  as  a processing 
service,  or  on  a facilities  management  basis. 

• Over  220  commercial  banks,  savings  banks,  credit  unions,  and 
mortgage  banking  companies  currently  use  MISER2. 

The  MISER2  family  of  applications  include  the  following; 

Deposit  Applications: 

• Demand  Deposit  Accounting 

• Savings  & Certificate  of  Deposit 

• Retirement  Accounting 

• Lease  Security 

• Line  of  Credit 

Loan  A p plications: 

• Commercial  Loans 

• Installment  Loans 

• Leasing 

• Construction  Loans 

• Mortgage  Loans 

• Investor  Servicing 

• Loan  Processor  Plus  (Loan  Origination  and  Secondary 
Marketing  applications) 

• On-Line  Collections 

Customer  A p plications: 

• Central  Information  File  (CIF) 

• Relationship  CIF 

• Customer  Profitability 

• Marketing 
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Financial  Control  Applications: 

• General  Ledger 

• Accounts  Payable 

• Fixed  Assets 

• Cost  Accounting 

Management  Support  Applications: 

• Asset/Liability 

• Investment  Management 

• Report  Writer 

• MISERlinc  micro-to-mainframe  link 

• On-line  Diagnostics 

Transaction  Group  Applications: 

• Teller/Platform 

• EFT/ ATM 

• ACH  Processing/Warehousing 

• Alternate  Input  (ALTIN) 

• Item  Processing 

Other: 

• BancAudit 

• Voice  response 

• Communicate  (Electronic  mail) 


Newtrend  Professional  Services  provides  custom  programming, 
custom  enhancements,  consulting,  training,  data  communication 
network  design  and  configuration  services,  and  education  and 
training  to  MISER2  clients. 

• Education  courses  for  MISER2  are  available  through  the 
MISER2  Education  Center  located  at  Newtrend's  headquarters, 
and  on  a national  basis  through  advanced  registration  seminars 
and  on-site  training  classes.  A northeast  facility  located  at 
PACE  University  Graduate  Center  in  White  Plains  (NY)  was 
also  opened  in  late  1988. 

Newtrend  Disaster  Recovery  Services  offers  a range  of 
contingency  planning  products  and  services,  including  hot-site  and 
shell  site,  live  local  testing,  and  recovery,  data  communications 
network  configuration  and  implementation,  and  contingency 
planning  and  consulting  services.  These  services  are  marketed  to 
MISER2  and  non-MISER  2 customers. 
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Industry  Markets 

One  hundred  percent  of  Newtrend's  revenue  is  derived  from  the 
banking  and  finance  industry. 

• For  1988,  approximately  55%  of  Newtrend's  customers  were 
savings  and  loans,  39%  were  commercial  and  savings  banks, 
and  6%  were  credit  unions  and  mortgage  banks. 

• MISER2  is  used  by  financial  institutions  of  all  sizes.  For  1988, 
approximately  15%  of  Newtrend's  customers  had  assets  greater 
than  $1  billion,  21%  had  assets  ranging  from  $500  million  to  $1 
billion,  42%  had  assets  ranging  from  $200  to  $500  million,  and 
22%  had  assets  under  $200  million. 

The  Disaster  Recovery  Services  unit  is  broadening  its  market  to 
including  non-banking  customers  that  have  Unisys  computer 
systems  installed. 

Geographic 

Markets 

One  hundred  percent  of  Newtrend's  revenue  is  derived  from  the 
U.S.  The  company  has  clients  in  38  states. 

Branch  offices  are  located  in  California,  Georgia,  Illinois, 
Connecticut,  Pennsylvania,  Louisiana,  and  Texas. 

Computer 
Hardware  and 
Software 

Newtrend  has  the  following  computers  installed  at  its 
headquarters  in  support  of  its  processing  and  disaster  recovery 
services: 

• 2 Unisys  A-12s,  MCP 

• 2 Unisys  B1990s,  MCP 
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Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


September  1996 

NeXT  Software,  Inc. 


Chairman  & CEO:  Steven  P.  Jobs 

900  Chesapeake  Drive 
Redwood  City,  CA  94063 
Phone:  (415)  366-0900 

Fax:  (415)780-3929 

Internet:  http://www.next.com 


Status:  Private 

Employees;  375  (9/96) 

Revenue;  $50,000,000* 

Fiscal  Year  End:  12/31/95 

* INPUT  estimate 


Key  Points 

• NeXT  Software,  Inc.,  formerly  NeXT 
Computer,  provides  an  open  enterprise 
environment  for  building  dynamic 
applications  for  both  the  World  Wide  Web 
and  the  enterprise. 

• In  January  1996,  NeXT  Computer  officially 
changed  its  name  to  NeXT  Software. 

• The  company  has  gradually  moved  away 
from  its  hardware  focus  and  now  provides 
two  software  technologies  for  the  Web  and 


the  enterprise:  WebObjects  and 
OPENSTEP. 

Company  Description 

NeXT  Software,  Inc.,  was  founded  in  1985  as 

NeXT  Computer,  Inc.  to  develop  a next 

generation  operating  system. 

• In  February  1993,  NeXT  Computer 
announced  that  it  would  cease 
manufacturing  computers  and  become  a 
software  supplier  focused  on  making  its 
object-oriented  software  an  industry 
standard. 

• In  November  1993,  NeXT  Computer 
published  OPENSTEP,  an  API  based  on 
NeXT’s  object  technology. 
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• In  1995,  NeXT  Computer  announced  plans 
to  make  its  OPENSTEP  API  available  for 
the  Windows  NT  operating  systems. 

Organization  and  Structure 

NeXT  Software,  headquarted  in  Redwood  City 
(CA),  has  additional  offices  in  Boston  (MA), 
New  York  (NY),  Chicago  (IL),  Tampa  (FL), 
Denver  (CO),  Minnetonka  (MN),  Vancouver 
(BC),  Bellevue  (WA),  Newport  Beach  (CA), 
and  McLean  (\W). 

NeXT  also  has  international  subsidiaries  as 
follows:  NeXT  Software,  Inc.  (London, 
England),  NeXT  Software  Deutschland  GmhH 
(Munich,  Germany),  NeXT  Software  France 
(Paris,  France),  and  NeXT  Software,  Inc. 
(Tokyo,  Japan). 

Key  NeXT  executives  are  summarized  in  the 
exhibit  below: 


NeXT  Software  Key  Executives 


Name 

Title 

Steven  P.  Jobs 

Chairman  & CEO 

Dominique  Trempont 

CFO  & VP  General 
Administration 

Mitchell  Mandich 

VP  Worldwide  Sales 

Sina  Tamaddon 

VP  Professional  Services 

Avadis  Tevanian,  Jr. 

VP  Engineering 

Company  Strategy 

NeXT’s  objective  is  to  be  the  market  leader  in 
bringing  business  services,  processes,  data, 
and  systems  to  the  Internet  by  providing 
superior  technology  for  the  development, 
integration,  and  deployment  of  applications 
for  the  Internet  and  the  enterprise. 

Specific  aspects  of  the  company’s  strategy 
include  the  following: 


• Targeting  the  convergence  of  the  Internet, 
client/server,  and  the  enterprise 

• Offering  high-value,  cost-effective  solutions 
for  broad  markets 

• Developing  complementary  and  value-added 
products 

• Focusing  on  sustaining  customer  success 

• Continuing  to  focus  on  direct  and  indirect 
channels  globally 

Financials 

INPUT  estimates  that  NeXT  generated 
approximately  $50  million  in  revenue  in  1995. 

Market  Financials 

NeXT  sells  its  products  and  services  to 
customers  in  a variety  of  industries,  including 
the  financial,  telecommunications,  insurance, 
transportation,  government,  and 
entertainment  industries. 

Employees 

As  of  June  30,  1996,  NeXT  had  325 
employees,  segmented  as  follows: 


Product  development 96 

Professional  services 88 

Sales  and  marketing 109 

Administration 32 

325 


The  company  currently  has  375  employees 
worldwide. 

Key  Products  and  Services 

NeXT  provides  two  product  lines  for 
developing  and  deploying  scaleable 
applications  that  provide  users  with  access  to 
a company’s  information  and  services. 
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• WebObjects  Enterprise  provides  access  to 
corporate  data  and  services  from  any 
standard  Web  browser. 

• OPENSTEP  Enterprise  provides  access  from 
Windows  and  UNIX  platforms. 

WebObjects 

WebObjects  is  software  for  building  Web- 
based  applications  that  integrate  with  data 
across  the  enterprise  and  can  he  deployed  on  a 
corporate  intranet  or  the  Internet. 

• WebObjects  products  enable  developers  to 
build  a range  of  applications:  from  a virtual 
catalog  showroom  or  on-line  store  to  an 
application  for  automating  order 
management  and  customer  service,  securing 
travel  arrangements,  or  plotting  weather 
patterns  on  the  Internet.  Companies  can 
also  integrate  internal  MIS  and  other 
employee  apphcations  on  an  intranet. 

• Developers  can  use  WebObjects  to  build 
server-based  applications  that  are 
maintained  on  one  or  more  servers  but 
deployed  to  any  Web  browser.  Applications 
interact  in  real  time  with  users,  displaying 
custom  Web  pages  that  address  each  user’s 
individual  needs. 

• WebObjects  generates  HTML  automatically, 
building  pages  that  respond  to  each  user,  so 
developers  don’t  have  to  prebuild  static 
pages  containing  predetermined  responses. 

The  WebObjects  product  line  includes  three 
products  that  provide  varying  degrees  of 
interoperability  and  performance  capabilities. 

• WebObjects  Enterprise — NeXT’s  top-of-the- 
line  product,  with  integration  with  legacy 
data,  multitier  architecture,  scaleability, 
platform  independence,  distribution 
interoperability,  language  independence,  a 


visual  development  environment,  security, 
open  architecture,  and  prebuilt  components 

• WebObjects  Pro — a mid-level  Web  product 
for  building  Web  applications  that  scale 
across  multiple  and  diverse  servers  and 
integrate  with  Windows  applications, 
without  the  need  to  access  legacy 
mainframes  or  relational  databases. 

• WebObjects — a free  package  for  developers 
available  from  NeXT’s  Web  site  that 
provides  reusable  components  that  generate 
HTML,  collect  data  from  on-line  forms,  and 
keep  track  of  individual  users  through  state 
management 

OPENSTEP  Enterprise 

OPENSTEP  Enterprise  is  an  object-oriented 

development  environment  for  developing  and 

deploying  enterprise-class  applications  across 

Windows  and  UNIX  platforms. 

OPENSTEP  Enterprise  includes  the  following: 

• Prebuilt  application  modules 

• A run-time  feature  that  allows  objects  to 
communicate  at  run-time  without 
recompiling,  rather  than  being  hardwired 
beforehand 

• Compilers  for  deploying  applications  on 
Windows  and  UNIX  platforms,  and  a 
source-level  debugger 

• A suite  of  integrated  graphical  development 
tools  provided  for  assembling  modules  and 
building  business  logic  that  includes  the 
following: 

- Project  Builder  integrates  a number  of 
project  management  features,  including  a 
project  browser,  a code  editor,  symbol 
recognition,  project  search  capabilities. 
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header  file  and  document  access,  and  build 
and  debugging  support. 

- Interface  Builder  allows  developers  to 
assemble  graphical  and  nongraphical 
objects  by  dragging  and  dropping 
graphical  elements. 

- Enterprise  Objects  Modeler  combines  data 
stored  in  existing  relational  databases 
with  business  logic  to  create  a reusable  set 
of  dynamic  business  objects. 

Professional  Services 

NeXT  also  provides  professional  services  in 

the  U.S.  and  Europe  to  facilitate  the  use  of 

OPENSTEP  and  WebObjects. 

• Educational  services  are  designed  to  teach 
users  quickly  how  to  use  NeXT’s 
development  suite. 

- NeXT  also  offers  multiweek,  on-site 
education  programs  to  develop  advanced 
skills. 

- NeXT’s  education  service  department 
offers  enrollment  classes  at  its  training 
facilities  in  Redwood  City  (CA)  and 
Washington  (DC),  as  well  as  at  the 
customer’s  site. 

- Education  service  classes  combine  lectures 
with  hands-on  exercises 

• Consulting  services  consist  of  an  on-site 
support  program  to  help  ensure  success  and 
satisfaction  in  building  and  implementing 
object-oriented  applications  using  NeXT 
products. 

• The  ObjectLine  Support  service  provides 
telephone  and  E-mail  responses  to  system 
administration  and  application  development 
questions.  There  are  three  levels  of 
technical  support  available  from  NeXT: 


Premium  ObjectLine,  Global  ObjectLine, 
and  ObjectLine. 

Clients 

NeXT’s  clients,  segmented  by  industry, 
include; 

Telecommunications — AT&T  Wireless,  British 
Telecom,  Bell  South.net,  MCI  Motorola, 
WorldCom  Network  Services,  Bell  Atlantic, 
AT&T,  NTT,  France  Telcom,  and 
Southwestern  Bell  Mobile  Systems 

Financial — Merril  Lynch,  Swiss  Bank  Corp., 
Barclays,  NationsBanc,  Chrysler  Financial, 
Nicholas  Applegate,  London  Stock  Exchange, 
Fidelity,  First  Chicago,  Fannie  Mae,  and  UBS 
Securities. 

Government — FAA,  US  Air  Force,  US  Postal 
Service,  Los  Angeles  County  Sheriffs,  NASA, 
US  Navy,  and  the  City  of  Baltimore 

Entertainment — Walt  Disney,  Inc.,  Warner 
Brothers,  Dreamworks  SKG,  and  Sharper 
Image 

Transportation — Lufthansa,  Marine 
Terminals,  Sabre-American  Airlines,  and 
Skyway  Freight 

Manufacturing — Bosch,  Raychem,  UB 
Networks,  Dell,  Reebok,  Stratus  Computers, 
DEC,  Bose  Speakers,  and  Canon 

Energy — PanCanadian  Petroleum,  KN 
Energy,  and  Phibro 

Insurance — ^Abeille  Vie,  Industrial  Indemnity, 
and  Filoli 

Marketing  and  Sales 

NeXT  has  an  international  sales  organization 
and  uses  direct  selling  to  reach  large  and  mid- 
sized clients.  The  company  has  sales  offices  in 
New  York  (NY),  San  Francisco  (CA),  Chicago 
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(IL),  Washinton  (D.C.),  London  (England), 
Paris,  (France),  Munich  (Germany),  and 
Tokyo  (Japan). 

The  company  is  developing  strategic  alliances 
and  leveraging  selling  efforts  through  indirect 
channels,  including  VARs,  Internet  Service 
Providers  (ISPs),  and  systems  integrators. 

NeXT  also  participates  in  joint  selling  and 
marketing  alliances  with  companies  providing 
strategic  Internet  and  enterprise  solutions. 

NeXT’s  marketing  activities  include 
participation  at  industry  events,  regional 
seminars,  and  advertising  in  targeted 
business  media  and  the  trade  press,  as  well  as 
through  industry  analysts. 

Alliances 

NeXT  has  alhances  or  strategic  relationships 
with  the  following  companies:  Microsoft, 
Netscape,  Hewlett-Packard,  Digital 
Equipment  Corporation,  Sun  Microsystems, 
Oracle,  Sybase,  Informix,  Andersen 
Consulting,  BDM,  Perot  Systems,  and  Price 
Waterhouse. 

NeXT  also  recently  announced  an  Enterprise 
Alliance  Program  targeted  at  VARs,  ISPs, 
systems  integrators,  and  software  vendors. 

The  company  currently  has  more  than  100 
VARs,  ISPs,  and  systems  integrators 
delivering  vertical  applications  in  the 
financial,  telecommunications,  insurance, 
transportation,  publishing,  and  government 
markets. 

Competition 

Companies  directly  competing  with  NeXT 
include  the  high-end  client/server  application 
development  product  companies  such  as 
Global  Internet’s  Forte  Systems  and  Seer, 
Web  application  development  product 
companies  such  as  Spider  Technologies  and 


Bluestone;  and  object-oriented  development 

product  companies  such  as  Parcplace/Digitalk 

and  Galaxy. 

INPUT  Assessment 

NeXT  Software’s  strengths  include: 

• Steve  Jobs’  vision,  industry  experience,  and 
capital  resources 

• Web  developers’  interest  in  object-oriented 
language  piqued  by  Java 

• Company-wide  focus  on  developing  and 
improving  object-based  technologies  and 
applications 

• The  open  platforms  of  NeXT  technologies 

Challenges  for  the  future  include  the 

following: 

• Promoting  the  benefits  of  object-based 
technologies 

• Attracting  interest  for  server-based 
development 


NeXT  Software,  Inc. 
September  1996 
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COMPANY  PROFILE 


NICHOLS  & COMPANY  John  F.  Nichols,  President  and  CEO 

5839  Green  Valley  Circle  Private  Company 

Suite  104  Total  Employees;  20 

Culver  City,  CA  90230  Total  Revenue,  Fiscal  Year  End 

(213)670-6400  12/31/90:  $1,600,000 


The  Company 

Nichols  & Company,  founded  in  1971,  provides  project 
management  application  software,  turnkey  systems,  and 
professional  services  to  all  industries. 

Revenue  has  increased  from  $1  million  in  1985  to  $1.6  million  in 
1990.  Employees  have  increased  from  15  in  1985  to  20  in  1990. 

Key  Products  and 
Services 

Nichols  & Company  derived  approximately  90%  of  its  1990  revenue 
from  application  software  products  and  10%  from  professional 
services. 

In  January  1991,  Nichols  & Company  introduced  ORO,  a new 
project  management  software  product  for  the  control  and  tracking 
of  projects.  ORO  was  developed  to  handle  data  processing, 
engineering,  research  and  development,  and  other  similar  projects. 
ORO  runs  on  IBM  mainframes  under  CICS,  IBM  AS/400s,  HP 
3000  series,  and  IBM  and  compatible  micros  and  personal 
computers  under  MS/DOS. 

Nichols  & Company's  professional  services  include  modifications  to 
ORO  to  match  specific  user  requirements. 

Industry  Markets 

Nichols  and  Company's  products  are  sold  across  all  industry  sectors. 

Geographic 

Markets 

During  1990,  Nichols  & Company  derived  approximately  85%  of  its 
revenue  from  the  U.S.  The  remaining  15%  was  derived  from 
international  sources. 

Sales  in  the  U.S.  are  handled  directly  by  Nichols  & Company. 
International  sales  are  handled  by  independent  sales  agents. 

August  1991  Copyright  1991  by  INPUT.  Reproduction  Prohibited.  Page  1 Of  1 


9 


9 


9 


COMPANY  PROFILE 


NICHOLS  & COMPANY  John  F.  Nichols,  President  and  CEO 

5839  Green  Valley  Circle  Private  Connpany 

Suite  104  Total  Employees:  20 

Culver  City,  CA  90230  Total  Revenue,  Fiscal  Year  End 

(213)670-6400  12/31/88:  $1,500,000 


The  Company 

Nichols  & Company,  founded  in  1971,  provides  project 
management  application  software,  turnkey  systems,  and 
professional  services  to  all  industries. 

Revenue  has  increased  from  $1  million  in  1985  to  $1.5  million  in 
1988.  Employees  have  increased  from  15  in  1985  to  20  in  1988. 

Key  Products  and 
Services 

Nichols  & Company  derived  approximately  90%  of  its  1988 
revenue  from  application  software  products,  5%  from  turnkey 
systems,  and  5%  from  professional  services. 

N5500  is  a project  management  software  product  for  the  control 
and  tracking  of  projects,  including  data  processing,  engineering, 
research  and  development,  and  other  projects.  N5500  runs  on 
Data  General,  DEC  VAX,  Hewlett-Packard,  Honeywell,  IBM, 
Prime,  and  Wang  equipment. 

The  N5500  is  also  available  as  a turnkey  package  running  on  HP- 
3000  and  DEC  WAX  minicomputers. 

Nichols  & Company  has  the  capability  to  modify  its  project 
management  systems  to  match  specific  user  requirements. 

Industry  Markets 

Nichols  and  Company's  products  are  sold  across  all  industry 
sectors. 

Geographic 

Markets 

During  1988,  Nichols  & Company  derived  approximately  70%  of 
its  revenue  from  the  U.S.  The  remaining  30%  was  derived  from 
international  sources. 

Sales  in  the  U.S.  are  handled  directly  by  Nichols  & Company. 
International  sales  are  handled  by  independent  sales  agents. 

July  1989 
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COMPANY  BRIEF 


Cross  Industry:  Planning  and  Analysis 


Nichols  & Company 

5839  Green  Valley  Circle 
Suite  104 

Culver  City,  CA  90230 
(213) 670-6400 

CEO:  John  F.  Nichols,  President 
Private  Company 
Founded:  1975 

Employees:  15  (11/86),  17  (12/85) 
Revenue  (FYE  12/31/85):  $1,000,000* 


The  Company:  Nichols  & Company  provides  project  management  application  soft- 
ware, turnkey  systems,  and  professional  services  to  all  industries 

Sources  of  Revenue: 

Application  Software  (90%) 

Turnkey  Systems  (5%) 

Professional  Services  (5%) 

Key  Products  and  Services: 

Application  Software  (Utilizes  Burroughs,  Hewlett-Packard,  Honeywell,  IBM, 
Prime,  and  Wang  equipment) 

• N5500  is  a project  management  software  product  for  the  control  and  tracking 
of  projects,  including  data  processing,  engineering,  research  and  development, 
and  other  projects 

Turnkey  Systems  (Utilizes  HP-3000  and  DEC  VAX  minicomputers) 

• The  company  also  provides  turnkey  systems  by  installing  its  project  manage- 
ment application,  N5500,  on  HP  and  DEC  minicomputers 

Professional  Services 

• Nichols  & Company  sometimes  modifies  its  project  management  systems  to 
meet  specific  application  requirements  of  customers 

Target  Industries: 

Cross  Industry  (100%) 

Geographic  Markets: 

U.S.  (70%),  all  direct  sales 
Non-U.S.  (30%),  selling  through  agents 


*INPUT  estimate 
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COMPANY  HIGHLIGHT 


NICHOLS  AND  COMPANY,  INC. 

5839  Green  Valley  Circle,  Suite  104 
Culver  City,  CA  90230 
(213)  670-6400 


John  Nichols,  President 
Private  Corporation 
Total  Employees:  22 
Total  Revenues,  Fiscal  Year  End 
I 1/30/79:  $ I million 


THE  COMPANY 

• Founded  in  1971  as  Craig  and  Nichols,  a consulting  company,  Nichols  and 
Company,  Inc.  was  incorporated  in  California  in  1975  and  now  primarily  offers 
software  for  project  planning. 

• With  revenues  of  $1  million  for  fiscal  1979,  Nichols  management  claims  to 
have  had  an  average  annual  growth  rate  of  25%  since  1975,  and  to  have  been 
profitable  every  year  since  incorporation. 


KEY  PRODUCTS  AND  SERVICES 

• Nichols  and  Company  considers  itself  a specialist  in  project  management, 
offering  three  project  planning  and  control  software  packages  which  generate 
85%  of  company  revenues.  The  remaining  15%  of  revenues  are  generated  by 
customization  of  its  packages. 

• Nichols  supplies  over  300  customers  with  its  three  packages  PROCON  I, 
PROCON  3,  and  N5500,  although  the  company  is  no  longer  actively  marketing 
PROCON  3 and  I.  The  three  systems  are  written  in  ANS  COBOL  and  can  be 
installed  for  batch  processing  on  all  major  manufacturers'  computers  including 
IBM,  Honeywell,  Burroughs,  Univac,  Hewlett-Packard  300,  Control  Data 
Corporation,  Interdata,  and  Data  General.  Nichols  also  offers  a separate 
interactive  module. 

The  Nichols'  newest  system,  N5500,  was  introduced  in  February  1977. 
There  are  approximately  100  installations  of  N5500,  which  sells  for 
$25,000.  Generating  almost  99.9%  of  all  software  revenues,  N5500 
produces  20  types  of  reports  that  may  be  selected  with  several  options 
according  to  desired  level  of  detail. 

PROCON  3 was  the  original  Nichols  system,  but  is  no  longer  marketed. 
Costing  $15,500,  there  are  200  installations.  Thirteen  reports  are 
provided,  again  with  optional  detail  level. 

PROCON  I , no  longer  marketed,  is  a subset  of  PROCON  3 and  was 
introduced  in  1976.  It  has  five  installations  and  provides  seven  reports. 


I of  2 
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COMPANY  HIGHLIGHT/NICHOLS  AND  COMPANY,  INC. 


• Nichols  has  completed  interfacing  its  products  with  several  graphics  packages 
to  produce  network  diagrams  and  charts.  In  addition,  a timesharing  version  is 
available  for  which  there  is  currently  one  client. 


INDUSTRY  MARKETS 

• Nichols'  systems  are  used  in  various  industries  according  to  the  following 
percentages: 


- 

Distribution 

25% 

- 

Manufacturing 

22 

- 

Utilities 

18 

- 

Government 

12 

- 

Banking  and  Finance 

9 

- 

Insurance 

8 

- 

Medical/Hospital 

3 

- 

Education 

3 

100% 


GEOGRAPHIC  MARKETS 

• Seventy  percent  of  Nichols'  revenues  are  derived  from  the  United  States. 
Nichols  opened  a New  York  office  to  facilitate  its  East  Coast  marketing. 
Furthermore,  a Midwest  office,  in  Chicago,  is  scheduled  to  open  in  1981. 

• Europe,  England,  and  Asia  generate  an  additional  8%  of  revenue,  with  Japan 
contributing  15%.  The  remaining  7%  of  the  total  30%  international  revenues 
is  derived  from  Canada. 


COMPUTER  HARDWARE  AND  SOFTWARE  Nichols  has  an  HP3000,  Series  II  oper- 
ating under  MPE  in-house  which  is  used  for  software  development,  benchmarks, 
workshops,  and  demonstrations. 
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COMPANY  HIGHLIGHT 


NICHOLS  & CO.,  INC. 

1900  Avenue  of  the  Stars 
Suite  2170 

Los  Angeles,  CA  90067 
(213)  556-2757 


John  F.  Nichols,  Managing  Director 
Private  corporation 
Total  employees:  14 

Total  revenues,  fiscal  year  end 
11/30/76:  $650,000 


COMPANY  BACKGROUND: 


• Nichols  & Co.,  Inc.  was  founded  in  1971  as  Craig  and  Nichols,  a consulting 
company.  About  1972,  it  became  Nichols  & Co.,  a sole  proprietorship.  It 
was  incorporated  on  January  29,  1975. 

• Nichols  supplies  157  customers  in  eight  industries  with  two  project 

planning  and  control  software  packages:  PROCON  3 and  PROCON  1.  The 

packages  run  on  the  IBM  System  360/370  with  DOS,  OS,  VS,  or  on  the  Honeywell 
Series  6000  with  GCOS. 

OVERALL  ASSESSMENT: 

• The  company  is  dedicated  to  developing,  marketing,  and  maintaining  project 
planning  and  control  software.  Although  its  products  are  currently  in- 
stalled only  on  large  mainframes,  Nichols  is  in  the  process  of  adapting 
its  products  to  run  on  a yet  to  be  selected  minicomputer. 

• Nichols  is  working  to  increase  its  market  share  - claimed  to  be  30%. 

In  addition  to  the  minicomputer  version  of  its  software,  Nichols  is 
developing  timesharing  versions  and  is  looking  for  a vendor  to  offer 
the  products  via  its  timesharing  network.  The  marketing  staff  was 
increased  from  2 to  6.  A new  product  - PROCON  5 - was  developed  and 
will  be  formally  introduced  in  February  1977.  It  is  purportedly  easier 
to  install  and  use  and  substantially  more  powerful  than  either  Nichols' 
other  two  products  or  those  of  its  competitors. 

• To  date,  Nichols  has  marketed  by  personal  contact  rather  than  advertise- 
ment. In  1977,  the  company  plans  to  advertise  PROCON  5 in  major 
publications  and  at  trade  shows. 

KEY  PRODUCTS  AND  SERVICES: 

• Nichols'  three  project  planning  and  control  system  packages  generate 
85%  of  revenues.  They  are  available  on  35  year  leases  only.  Price 
includes  installation,  training,  and  the  first  year  of  maintenance. 

Later  maintenance  costs  $500/year  and  includes  package  enhancements. 
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PROCON  3,  the  original  system,  was  introduced  in  May  1973,  has 
150  installations,  leases  for  $15,500,  has  33  options  and  pro- 
vides 13  reports.  The  reports  include  several  each  for  adminis- 
tration; project  analysis,  status,  progress,  and  expenditures; 
employee  load  and  effort  distribution;  employee  history  and 
performance;  and  general  accounting. 

PROCON  1,  a subset  of  PROCON  3,  was  Introduced  in  March  1976, 
has  5 Installations,  leases  for  $7,800,  has  33  options  and 
provides  7 reports. 

PROCON  5,  with  2 installations,  will  be  officially  Introduced  in 
***  February  1977  and  will  lease  for  $18,500.  It  will  be  an  up- 
graded version  of  PROCON  3. 

• Fifteen  percent  of  Nichols  revenues  are  generated  by  customization 
of  its  PROCON  packages  although  the  company  claims  only  5%  of  its 
customers  require  package  adaptations. 

• The  company  stresses  the  simplicity  and  ease  of  use  of  its  packages. 

APPLICATIONS : All  three  PROCON  software  packages  are  used  for  general 

business . 

INDUSTRY  MARKETS;  The  majority  of  Nichols'  1976  revenues  are  generated  by 
the  manufacturing  industry  as  shown  below: 


Manufacturing 

32% 

Utilities 

18 

Distribution 

15 

Government 

12 

Banking  and  Finance 

9 

Insurance 

8 

Medical  and  Hospital 

3 

Education 

3 

100% 


GEOGRAPHIC  MARKETS:  The  Northeast  and  North  Central  U.S.  are  Nichols' 

primary  revenue  sources,  as  shown  below: 


Northeast 

25% 

North  Central 

22 

Southeast 

15 

New  England 

10 

Pacific 

10 

South  Central 

9 

West 

6% 

COMPUTER  HARDWARE  AND  SOFTWARE:  Nichols  does  not  have  any  in-house  hardware. 

It  uses  a timesharing  terminal  for  product  development. 
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COMPANY  HIGHLIGHT 


NIXDORF  COMPUTER  SOFTWARE 
COMPANY 

6517  Everglades  Drive 
Richmond,  VA  23225 
(804)  276-9200 


Lenny  Anderson,  President 
Subsidiary  of  Nixdorf  Computer 
Corporation 
Total  Employees:  120 
Total  Revenue,  Fiscal  Year  End 
12/31/80:  $5,500,000 


PRINCIPAL  BUSMESS 

• Nixdorf  Computer  Software  Company  (NCSC),  founded  in  1973  as  The 
Computer  Software  Company,  markets  systems  software  products  for  users  of 
IBM  360,  370,  4300,  and  plug-compatible  mainframes. 

In  April  1980,  Nixdorf  Computer  Corporation,  a wholly  owned  subsidiary 
of  Nixdorf  Computer  A.G.,  acquired  The  Computer  Software  Company 
for  an  undisclosed  cash  offering.  The  acquisition  was  part  of  Nixdorf 
A.G.'s  strategy  to  enter  the  IBM  plug-compatible  mainframe  market. 

Consequently,  in  September  1980,  Nixdorf  Computer  A.G.  introduced 
its  first  plug-compatible  mainframe,  an  IBM  4300-class  system,  called 
the  8890  Series.  The  system  uses  NCSC's  operating  system,  EDOS/VS, 
an  operating  system  comparable  to  IBM's  DOS/VS. 

SOURCE  OF  REVENUE 

100%  Systems  software. 

PRODUCTS  AND  SERVICES 

• NCSC's  products  fall  into  four  major  areas  and  have  been  installed  in  over 
2,000  sites. 

Operating  Systems. 

Resource  and  Operating  Management. 

Database  Management. 

Programmer  Productivity  Tools. 

• Operating  Systems  products  include: 

EDOS,  the  Extended  Disk  Operating  System,  an  enhanced  fully 
supported  extension  of  the  IBM  Release  26.2  Disk  Operating  System. 

EDOS/VS,  Extended  Disk  Operating  System/Virtual  Storage,  enhanced 
DOS/VS  Release  34. 
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EDOS/VSE,  the  Extended  Disk  Operating  System/VSE,  announced  in 
February  1981,  is  designed  for  43XX  processors  in  both  ECPS  and  370 
modes. 

SIM  14,  the  Software  Simulation  Program,  which  runs  IBM  1401/1440/ 
1460  programs  on  IBM  360,  370,  43XX,  and  equivalent  equipment 
without  reprogramming. 

ERJE,  the  Extended  Remote  Job  Entry  System,  provides  many  of  the 
features  of  OS-HASP. 

• Resource  and  Operations  Management  System  products  include: 

ECON,  the  Extended  Operator  Console  System,  which  spools  SYSLOG 
messages  to  disk  and  communicates  asynchronously  with  the  console 
operator  via  any  combination  of  printer/keyboard  devices  (1052- 
compatible)  and  3270-type  screens. 

DSM,  the  Disk  Space  Management,  which  dynamically  allocates  and 
frees  file  space  on  DASD  devices. 

TMS,  the  Tape  Management  System,  which  manages  and  protects  both 
data  sets  and  scratch  tapes. 

CIMS,  the  Computer  Installation  Management  System,  which  provides 
users  of  DOS,  DOS/VS,  DOS/VSE,  DOS/MVT,  DOS/RS,  EDOS,  and 
EDOS/VS  a tool  for  job  accounting  and  system  performance  reporting. 

DEX,  the  Data  Entry  Control  System,  permits  3270-type  screens  to 
serve  as  data  entry  devices,  replacing  029  and  129  keypunches. 

• Data  Base  Management  System  products  include: 

NCSC  Data  Base  Management  System,  a multi-threading  DBMS,  which 
has  an  indexed  printer  array  structure  that  provides  relational  capabili- 
ties. It  supports  batch  and  on-line  update  simultaneously. 

NCSC  Datadictionary,  which  supports  both  standard  and  user-defined 
entities  and  relationships. 

• Programmer  Productivity  Tools: 

PDMS,  a batch  and  on-line  program  development  and  maintenance 
system,  which  provides  the  benefits  of  OS-type  partitional  data  set 
libraries  to  DOS  and  DOS/ VS  users. 

• NCSC's  products  are  available  on  both  lease  and  purchase  arrangements. 
About  70%  of  NCSC  revenue  is  derived  from  leases. 
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Lease  agreements  are  set  for  one  to  three  years  and  include  on-site 
installation,  training,  product  enhancements,  and  maintenance. 

Purchase  agreements  apply  to  all  products.  After  one  year,  mainte- 
nance support  is  available  at  published  annual  prices  (usually  about 
10%). 

• NCSC  is  in  the  process  of  developing  an  interactive  timesharing  system,  a 
resource  management  system,  and  a system  scheduler  as  well  as  new  release 
of  EDOS/VSE. 

• Prices  and  the  number  of  system  installed  are  listed  in  the  Exhibit. 

INDUSTRY  MARKETS 

• NCSC's  customers  are  evenly  distributed  among  all  industry  sectors. 

GEOGRAPHIC  MARKETS 

United  States  85% 

Canada  and  Mexico  15% 

• NCSC's  products  are  marketed  by  Nixdorf  Computer  Corporation  and  Nixdorf 
A.G.  worldwide. 

COMPUTER  HARDWARE 

• NCSC's  data  center  is  located  in  Richmond  and  is  used  primarily  for  product 
development  and  support,  and  internal  processing.  Mainframes  installed 
include: 

An  IBM  370/158,  VM-EDOS/VSE. 

An  IBM  433 1 -II,  EDOS/VSE. 

• Remote  development  centers  are  located  in  Chicago,  Dallas,  Boston,  and 
Munich,  West  Germany. 
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NIXDORF  COMPUTER  SOFTWARE  COMPANY 
SOFTWARE  PRODUCTS  AVAILABLE 


A 

PRODUCT  NAME/FUNCTION 

YEAR 

INTRODUCED 

NUMBER 

INSTALLED 

PURCHASE 

PRICE 

(RANGE) 

OPERATING  SYSTEMS 

• EDOS 

EXTENDED  DISK  OPERATING  SYSTEM 

1972 

400 

$20,000-35,000 

• EDOS/ VS 

EXTENDED  DISK  OPERATING  SYSTEM/ 

VIRTUAL  STORAGE 

1977 

200 

$22,000-35,000 

• EDOS/VSE 

EXTENDED  DISK  OPERATING  SYSTEM/ 

VIRTUAL  STORAGE  EXTENSION 

1981 

40 

$25,000-35,000 

• SIM  14 

SOFTWARE  SIMULATION  PROGRAM 

1975 

135 

$10,000 

• ERJE 

ON-LINE  DATA  ENTRY  SYSTEM/ 

REMOTE  JOB  ENTRY 

1975 

60 

$5,000 

RESOURCE  AND  OPERATIONS  MANAGEMENT  SYSTEMS 

• ECON 

EXTENDED  OPERATOR  CONSOLE  SYSTEM 

1979 

150 

$7,500 

• DSM 

DISK  SPACE  MANAGEMENT  SYSTEM 

1974 

150 

$7,500 

• TMS 

TAPE  MANAGEMENT  SYSTEM 

1975 

120 

$6,500 

• CIMS 

COMPUTER  INSTALLATION  MANAGEMENT 

SYSTEM 

1976 

300 

$5,500 

• DEX 

ON-LINE  DATA  ENTRY  SYSTEM 

1977 

150 

$10,000 

DATA  BASE  MANAGEMENT  SYSTEMS 

• NCSC 

DATA  BASE  MANAGEMENT  SYSTEM 

1976 

100 

$30,000-45,000 

• NCSC 

DATADICTIONARY 

1978 

50 

$10,000 

PROGRAMMER  PRODUCTIVITY  TOOLS 

• PDMS 

PROGRAM  DEVELOPMENT  AND 

MAINTENANCE  SYSTEM 

1977 

200 

$6,000 

ALL  SOFTWARE  PRODUCTS  ARE  OPERATIONAL  WITH  NCSC'S  OPERATING  SYSTEM  OR  IBM'S  DOS,  WITH  THE  EXCEPTION 
OF  SIM14  AND  CIMS  WHICH  WILL  ALSO  OPERATE  UNDER  OS.  HARDWARE  REQUIREMENTS:  IBM  360,  370,  30XX,  43XX, 
OR  PCM  EQUIVALENT 
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Noblestar  Systems  Corporation- 
Baan  Services  Providers 


Contact  Information  for  Baan  Services  in  North  America 
Baan  Director:  Bob  Williams 

Phone:  703-645-8411 


E-mail:  bwilliams@noblestar.com 

Baan  Business  Development:  Lisa  Shaffer 

Phone:  703-645-8421 

E-mail:  lshaffer@noblestar.com 

Noblestar  Systems  Corporation 
3141  Fairview  Park  Drive,  Suite  400 
Falls  Church,  VA  22042 
USA 

Phone:  703-641-8511 

Fax:  703-641-8517 

Internet:  www.noblestar.com 


The  following  profile  outlines  the  services  and 
support  offered  by  Noblestar  Systems  Corporation 
for  Baan  Services. 


Company  Background 

Noblestar  Systems  Corporation,  a privately-held  corporation,  was  founded  in  1987  to 
deliver  leading  edge  professional  services  to  commercial  and  government  clients  worldwide 
using  the  latest  information  technology.  The  company  provides  a full  spectrum  of  services 
for  key  enterprise  application  suites.  Noblestar’s  corporate  headquarters  is  located  in  Falls 
Church,  Virginia.  Other  United  States  locations  include  Atlanta,  Boston,  Parsippany  (NJ), 
Phoenix,  San  Francisco,  and  Stamford  (CT).  Noblestar  has  international  offices  in  London, 
Amsterdam,  Warsaw  and  Sao  Paulo,  Brazil. 
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Baan  Activities 

In  early  1995,  Noblestar  identified  Baan  as  an  emerging  leader  in  the  ERP  market  and 
became  one  of  Baan’s  International  Consulting  Partners.  In  support  of  its  quality  focus, 
Noblestar  carefully  selects  professionals  with  in-depth  industry  experience,  as  well  as 
functional  and/or  technical  knowledge  in  Baan’s  various  vertical  markets.  Noblestar 
invests  significant  resources  to  train  their  consultants  to  ensure  that  they  are  specialists  in 
the  latest  Baan  software  releases.  Noblestar  provides  the  following  capabilities  to  satisfy 
client  Baan  implementation  needs: 

• Project  planning  and  management 

• Business  process  analysis/re-engineering 

• Functional  software  knowledge 

• Application  design  and  implementation 

• User  training 

• Comprehensive  integrated  technology  provision 

• Web  integration 

• Post  implementation  support. 

The  company’s  reputation  for  success  is  the  result  of  always  providing  the  client  with 
industry-experienced  professionals  who  have  strong  hands-on  Baan  skills. 

Employees 

Worldwide,  Noblestar  has  nearly  400  employees  of  which  62  are  dedicated  to  their  Baan 
practice.  In  North  America,  there  are  350  employees,  with  37  supporting  Baan  activities. 
Exhibit  1 identifies  six  primary  Baan  skill  categories,  and  notes  Noblestar’s  estimated 
growth  in  worldwide  staff  in  these  areas  over  the  next  twelve  months. 
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Exhibit  1 


Noblestar  Baan  Staffing 


Type  of  Staff 

Cuirent 

Number 

Growth  % 
12  Months 

Business  Consultants 

14 

78% 

Project  Directors 

6 

150% 

Project  Managers 

6 

150% 

Application  Consultants 

21 

200% 

Technical  Consultants 

15 

66% 

Post-implementation 
Support  Personnel 

— 

200% 

Other 

— 

— 

Total 

62 

— 

Source:  Noblestar  Systems  Corporation 


Implementation  Approaches 

Noblestar  uses  BAAN’s  Target  Methodology  as  a foundation  to  ensure  continuity  with  The 
Baan  Company.  They  then  modify  the  approach,  by  project  type,  to  tailor  the  methodology 
to  match  client  needs  and  cost  limitations,  based  upon  their  unique  circumstances. 
Noblestar  then  leverages  DEM  Reference  Models,  Customer  Competency  Centers,  and  the 
Target  Methodology  to  provide  a plan  that  will  deliver  results. 

Ongoing  Support  Offerings 

Noblestar  ongoing  support  offerings  include  Baan  Accredited  Training;  Oracle,  Sybase, 
Informix  and  HP  installation;  performance  tuning;  and  group  or  one-on-one  mentoring. 
Additionally,  7day/24  hour  technical  support  can  be  provided. 

Pricing  Approaches 

Noblestar  offers  flexible  pricing  plans  (Fixed  Fee,  Time  and  Materials,  Shared  Risk)  which 
can  be  tailored  to  suit  the  needs  of  individual  clients.  Noblestar’s  reasonably  aggressive 
rate  structure,  coupled  with  flexible  staffing  plans,  enable  companies  of  all  sizes  to  achieve 
a successful  Baan  implementation  coordinated  by  the  client  and  Noblestar’s  Baan  Team. 

Ongoing  support  is  offered  on  either  a contract  or  time  and  materials  basis. 

Alliances  and  Partnerships 

Noblestar’s  strategic  alliances  include  the  following  partnerships: 

• International  Baan  Consulting  Partner 

• Authorized  Baan  Value-Added  Reseller  (VAR) 

• Baan  Education  Partner 
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• Hewlett-Packard 

• Informix 

• Microsoft 

• Oracle 

• PeopleSoft 

• Integration  Alliance  Corporation 

• NetDynamix 

• Sun  test. 

Vertical  Market  Competencies 

Noblestar  focuses  on  the  electronics,  high-technology,  heavy  equipment,  assemble-to-order, 
process,  logistics,  and  distribution  subsectors  of  the  vertical  markets  noted  in  Exhibit  2. 
The  chart  also  indicates  the  percentage  of  Noblestar  revenues  and  projects  represented  by 
each  vertical  market. 

Exhibit  3 details  Noblestar’s  participation  in  eight  broad  market  categories,  in  terms  of  the 
level  of  consulting  or  implementation  involvement  (e.g.,  consulting  with  the  client,  who  will 
then  perform  the  implementation,  or  implementing  the  Baan  system  for  the  client). 

Exhibit  2 


Vertical  Market  Expertise 


Vertical  Market 

Sub-segment 

%of 

Tteirenues 

% Of 

Protects 

Discrete  Manufacturing 

• Electronics 

• High  Technology 

• Assemble-to-Order 

55% 

60% 

Process  Manufacturing 

20% 

20% 

Distribution 

15% 

10% 

Construction 

• Heavy  Equipment 

10% 

10% 

Source:  Noblestar  Systems  Corporation 
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Exhibit  3 

Level  of  Vertical  Market  Involvement,  by  Activity 


Vertical  Market 

Consulting 

implementation  » 

Aerospace  & Defense 

Medium 

High 

Automotive 

Medium 

High 

Process  Industries 

High 

High 

Hybrid 

High 

High 

Project  Industries 

Medium 

High 

Electronics 

High 

High 

General  Manufacturing 

High 

High 

Source:  Noblestar  Systems  Corporation 


Strategic  Positioning 

Noblestar  feels  that  the  following  are  their  key  differentiators  or  strengths  in  the  Baan 
market: 

• The  quality  of  their  consultants 

• The  significant  care  they  take  to  match  the  exact  project  requirement  with  the  right 
resource  to  fill  that  specific  need 

• The  combination  of  their  consultant’s  deep  industry  experience  together  with  explicit 
hands-on  Baan  skills 

• Flexibility  in  meeting  the  specific  needs  of  their  clients 

• Noblestar’s  active  commitment  to  be  a company  that  is  easy  to  work  with 

• Noblestar’s  commitment  to  a project’s  success  equals  that  of  the  client. 


Plans  for  the  Future 

Noblestar  feels  that  the  success  and  reputation  of  their  Baan  consulting  organization  has 
positioned  them  to  expand  and  broaden  their  service  offerings  in  the  coming  months.  The 
organization  will  grow  significantly,  and  broaden  its  services  to  include  Baan  product  sales, 
as  well  as  expanding  their  offerings  to  include  the  entire  Baan  product  line  (BAAN  PDM, 
Berclain,  Aurum,  Meta4).  They  will  more  than  double  their  U.S.  project  staff,  expand  their 
Latin  American  services  group  and  establish  a new  Baan  practice  in  Europe. 

Noblestar  will  focus  on  all  areas  of  North  America,  including  the  Eastern,  Central,  and 
Western  regions,  as  well  as  Canada  and  Latin  America.  They  feel  well  suited  to  serve 
clients  who  have  production  or  distribution  arms  in  locations  outside  the  United  States. 
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Selected  Customer  Projects 

Noblestar’s  success  with  rapid  and  effective  implementation  is  the  norm.  When  a leading 
North  American  integrated  logistics  company  started  to  extend  beyond  the  capabilities  of 
its  current  system,  Noblestar  took  a lead  role  in  optimizing  their  business  by  planning  and 
delivering  an  accelerated,  phased  implementation  of  Baan’s  Enterprise  Resource  Planning 
system.  The  company’s  projected  growth  from  $80  million  to  $350  million  in  18  months 
caused  them  to  outstrip  the  capabilities  of  their  existing  system  and  also  helped  put  into 
focus  the  requirements  that  would  be  of  greatest  benefit  to  their  business.  The  company 
needed  the  flexibility  and  extendibility  provided  by  Baan’s  fully  integrated  suite, 
capabilities  that  would  enable  them  to  take  advantage  of  their  opportunities. 

Noblestar’s  consulting  team,  together  with  the  client  and  select  resources  from  Baan,  used 
BAAN’s  Dynamic  Enterprise  Modeler  (DEM)  to  implement  the  Finance  modules  in  80  days. 
Within  a year’s  time,  the  team  had  added  the  remaining  portions  of  the  Baan  suite, 
including  Distribution,  Manufacturing,  Projects,  and  Transportation.  The  client  is  now  well 
positioned  to  follow  through  with  their  growth  plans  and  consider  the  upcoming 
opportunities  for  niche  market  growth  with  confidence  that  the  new  systems  will  support 
their  goals  for  increased  productivity. 

In  addition  to  the  client  referenced  above,  Noblestar  has  more  than  20  North  American 
Baan  project  customers.  'The  projects  identified  in  Exhibit  4 are  a sample  of  Noblestar- 
supported  Baan  installations  in  North  America. 


Exhibit  4 

Noblestar  References 


Baan  Customer 

industry 

--(Vertical 

Marketer 

Sub- 

segment) 

Project  Details 

Boeing 

A&D 

Custom  Baan  application  deyelopment 

Carrier  Residential  Air- 
Conditioning 

Discrete 

Manufacturing 

Project  responsibility  for  finance  and 
manufacturing  for  Baan  IV  and  V 

Corpalmar 

Process/Agricult 

ure 

Using  a Customer  Competence  Center, 
methodology  process  definition,  and 
implementation  of  entire  Baan  product  suite 

Lockheed  Marin 

A&D 

Interfacing  a custom  purchasing  system  to 
Baan 

Merit  Industries 

Electronics 

Process  definition  and  implementation  of 
entire  Baan  product  suite 

Nortel 

Telecom 

Baan  accredited  training 

Philips  Electronics 

Electronics 

Custom  Baan  application  deyelopment  for 
accounts  receiyable 

Siemens 

Electronics 

DEM  & distribution 

Sperry  Marine 

Discrete 

Manufacturing 

Baan  accredited  training 

Taylor  Publishing 

Publishing 

Project  Management 

Weyerhauser 

Paper 

Baan  tools 

Source:  Noblestar  Systems  Corporation 
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COMPANY  PROFILE 


NORTRIDGE  SOFTWARE,  INC.  Vale  Nortridge,  President 
1100  State  Bank  Center  Limited  Partnership 


P.O.  Box  598 
Freeport,  IL  61032 
(815)  233-2050 

Total  Employees:  14  (5/89) 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $950,000 

The  Company 

Nortridge  Software,  established  in  1981,  provides  microcomputer- 
based  financial  application  software  to  the  banking  and  finance 
industry. 

INPUT  estimates  that  Nortridge's  1988  revenue  reached  $950,000. 
Northridge's  average  annual  growth  rate  has  been  approximately 
10%  over  the  past  three  years. 

Key  Products  and 
Services 

Nortridge  derived  95%  of  its  revenue  from  financial  application 
software  sales  (70%  software  sales  and  30%  maintenance).  The 
remaining  5%  is  derived  from  education  and  training  services. 

Nortride  currently  markets  31  financial  application  packages,  as 
shown  in  the  exhibit. 

• Nortridge's  software  operates  on  most  major  microcomputers 
running  PC-DOS  and  MS-DOS.  All  software  was  written  in 
Microsoft  BASIC. 

• Each  program  includes  a user  manual  and  a toll-free  customer 
support  telephone  number.  Annual  Update  and  Enhancement 
Contracts  are  available  for  15%  of  the  current  program  price. 

Education  and  training  services  for  Nortridge  products  are 
available  at  the  customer's  location  for  $300  per  day  plus  expenses. 

Industry  Markets 

Nortridge  derived  approximately  95%  of  its  1988  revenue  from  the 
banking  and  finance  industry-the  majority  from  commercial 
banks.  The  remaining  5%  was  derived  from  a variety  of  other 
industries. 
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EXHIBIT 

NORTRIDGE  SOFTWARE  PRODUCTS 


PRODUCT 

YEAR 

INTRODUCED 

NUMBER 

INSTALLED 

PRICE 

Agricultural  Loan  Analysis 

1982 

47 

$ 

99.00 

Asset/Liability  Management 

1982 

72 

$ 

1,995.00 

Cash  Flow  Analysis 

1982 

32 

$ 

99.00 

Charged-Off  Loan  Accounting  I 
Charged-Off  Loan  Accounting  II 

1985 

77 

$ 

995.00 

with  Date  Tickler 

1986 

62 

$ 

1,995.00 

Commercial  Loan  Accounting 

1985 

42 

$ 

2,995.00 

Date  Tickler 

1986 

66 

$ 

99.00 

Document  Tickler  w/Letter  Writer 

1989 

13 

$ 

495.00 

FASB  91 

1987 

122 

$ 

495.00 

Floor  Plan  Loan  Accounting 

1988 

7 

$ 

2,995.00 

General  Ledger  Accounting 

1982 

75 

$ 

2,495.00 

Home  Equity  Line  Loan  Accounting 

1986 

37 

$ 

2,995.00 

IRA  Account  Value  Projections 

1987 

42 

$ 

99.00 

IRA  Accounting  Version  I 

1987 

36 

$ 

2,995.00 

IRA  Accounting  Version  II  (Self-directed) 

1987 

47 

$ 

3,995.00 

IRA  Minimum  Withdrawal 

1987 

24 

$ 

99.00 

Loan  Amortization  & Comparison 

1986 

12 

$ 

99.00 

IRS  Magnetic  Media  Reporting/Filing 

1985 

74 

$ 

395.00 

NSASCII  Data  File  Transfer 

1986 

32 

$ 

400.00 

NSNAME 

1986 

14 

$ 

100.00 

NSSHARE  (For  network  environments) 

1986 

23 

$ 

995.00 

Password  Protection 

1985 

14 

$ 

400.00 

Probate  Timetable 

1987 

12 

$ 

300.00 

Rebate  Comparison 

1987 

14 

$ 

99.00 

Safe  Deposit  Box  I 

1983 

127 

$ 

895.00 

Safe  Deposit  Box  II  w/Date  Tickler 

1986 

76 

$ 

1,195.00 

Stockholder  Accounting  I 

1983 

123 

$ 

995.00 

Stockholder  Accounting  II 

1987 

41 

$ 

1 ,495.00 

Trust  Accounting  I w/Date  Tickler 

1986 

64 

$ 

3,495.00 

Trust  Accounting  II  w/Date  Tickler 

1986 

71 

$ 

4,995.00 

Will  File 

1988 

17 

$ 

300.00 
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Geographic 

Markets 


Computer 

Hardware 


Approximately  98%  of  Nortridge's  1988  revenue  was  derived  from 
47  states  across  the  U.S.  The  remaining  2%  was  derived  from 
international  sources,  including  Canada,  New  Zealand,  Mexico, 
Bermuda,  and  the  Bahamas. 

Nortridge's  software  products  are  sold  through  its  direct  sales 
force.  Nortridge  maintains  a sales  office  in  San  Rafael  (CA). 


Nortridge  has  microcomputers  from  various  manufacturers 
installed  at  its  headquarters. 
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COMPANY  PROFILE 


NORTRIDGE  SOFTWARE,  INC. 
18  West  Stephenson  Street 
P.O.  Box  522 
Freeport,  IL  61032 


Vole  Nortridge,  President 
Private  Corporation 
Total  Employees:  15 
Total  Revenue,  Fiscal  Year  bnd 
12/31/85:  $800,000* 


THE  COMPANY 

• Nortridge  Software,  established  in  1981,  provides  microcomputer-based 
financial  application  software  to  the  banking  and  finance  industry. 

• INPUT  estimates  that  1985  revenue  reached  $800,000.  Nortridge's  average 
annual  growth  rate  has  been  approximately  31%  over  the  past  three  years. 

• As  of  February  1986,  Nortridge  had  15  employees. 

KEY  PRODUCTS  AND  SERVICES 

• Nortridge  derives  95%  of  its  revenue  from  financial  application  software  sales 
(90%  software  sales  and  10%  maintenance).  The  remaining  5%  is  derived  from 
education  and  training  services. 

Nortridge  currently  markets  20  financial  application  packages,  as 
shown  in  the  exhibit. 

Nortridge's  software  operate  on  most  major  brands  of  microcomputers 
running  PC-DOS,  MS-DOS,  CPM-80,  BTOS  (Burroughs),  or  CTOS 
(Convergent  Technology)  operating  systems.  All  software  was  written 
in  Microsoft  BASIC. 

Each  program  includes  a user  manual  and  a toll-free  customer  support 
telephone  number.  Annual  Update  and  Enhancement  Contracts  are 
available  at  15%  of  the  current  program  price. 

• Education  and  training  services  for  Nortridge  programs  are  available  at  the 
customer  location  for  $400  per  day  plus  expenses. 

INDUSTRY  MARKETS 

• Nortridge  derived  approximately  95%  of  1985  revenue  from  the  banking  and 
finance  industry — the  majority  from  commercial  banks.  The  remaining  5V'o  is 
derived  from  a variety  of  other  industries. 


*1NPUT  estimate 
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EXHIBIT 

NORTRIDGE  SOFTWARE,  INC. 


SOFTWARE 
PRODUCT  NAME 

YEAR 

INTRODUCED 

NUMBER 

INSTALLED 

PRICE 

Agricultural  Loan  Analysis 

1982 

36 

S 495 

Annual  Financial  Planning 

1982 

13 

S 895 

Asset/Liability  Management  — Monthly 

1982 

48 

S2,995 

Asset/Liability  Management  — Quarterly 

1982 

16 

51,495 

Cash  Flow  Analysis 

1982 

28 

S 895 

Charged-Off  Loan  Accounting  with  Tickler 

1985 

12 

51,495 

Commercial  Loan  Accounting 

1985 

21 

52,995 

Contract  Collections  with  Tickler 

1986 

New 

51,995 

Date  Tickler 

1984 

43 

5 200 

Equity  Line  Loan  Accounting 

1986 

1 

51,995 

Floor  Plan  Accounting 

1986 

2 

52,995 

General  Ledger  Accounting 

1982 

63 

52,495 

IRA  Accounting 

1986 

16 

53,995 

Loan  Amortization  and  Comparison 

1986 

2 

5 495 

Money  Market  Accounting 

1982 

3 

51,995 

NSASCII  Data  File  Transfer 

1985 

7 

5 150 

Safe  Deposit  Box  Accounting 

1983 

94 

5 995 

Stockholder  Accounting 

1983 

97 

5 995 

T rust  Accounting  1 

1984 

! ^3 

53,495 

Trust  Accounting  1 1 

1984 

) 

53,995 
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GEOGRAPHIC  MARKETS 

• Approximately  98%  of  1985  revenue  was  derived  from  41  states  across  the 
U.S.  The  remaining  2%  was  derived  from  foreign  countries  including  Canada, 
New  Zealand,  Mexico,  Bermuda,  and  the  Bahamas. 

Nortridge's  software  products  are  sold  through  its  direct  sales  force. 
Nortridge  maintains  a sales  office  in  San  Rafael  (CA). 

COMPUTER  HARDWARE 

• Nortridge  has  various  microcomputers  installed  from  manufacturers  including 
IBM,  Burroughs,  and  Apple. 
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northwest  management  services,  inc.  [2300  eastlake  ave.  east  j Seattle,  wash.  981 02  I 329-9990 


August  1 7,  1978 


President 
INPUT 
Suite  320 

2180  Sand  Hill  Road 

Menlo  Park,  California  94025 

Dear  Sir: 


A telephone  conversation  with  one  of  your  staff  people  yesterday 
revealed  that  you  intend  to  publish  estimated  financial  statistics. 
Our  letter  of  July  25,  1978  to  you  indicated  we  want  n£^  financial 
statistics.  This  includes  estimates.  We  are  firm  in  this  position. 


Very  truly  yours. 


V.  E.  Mahrt 
Executive  Vice  President 
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COMPANY  HIGHLIGHT 


NORTHWEST  MANAGEMENT  SERVICES, 
INC. 

2300  Eastlake  Avenue  East 
Seattle,  WA  98102 
(206)  329-4900 


John  Hughes,  President 
Private 

Total  employees:  66 
Total  revenues  for  fiscal  year  end 
3/31/78:  $2,750,000* 


THE  COMPANY 

• Northwest  Management  Services,  Inc.  (NMS)  was  incorporated  in  the  state  of 
Washington  in  1967.  It  offers  primarily  on-line,  industry-specialized 
accounting  applications  for  its  approximately  40  customers  in  the  banking  and 
finance  industry  and  to  an  affiliated  company.  Northwest  Administrators,  Inc. 

• Management  expects  fiscal  1979  revenues  to  increase  more  than  20%  over 
fiscal  1978  revenues.  Management  states  the  company's  historical  growth  rate 
has  been  20%. 

• Northwest's  66  employees  are  distributed  as  follows: 


Customer  services  35% 

Marketing/sales  5 

Customer  support  and  software  services  30 
Computer  operations  55 

Administrative  and  general  (clerical,  etc.)  10 


100% 


• NMS  is  an  affiliate  of  Northwest  Administrators,  which  provides  primarily 
personnel  fringe  benefit  accounting  applications. 


KEY  PRODUCTS  AND  SERVICES 

• Processing  services  generated  approximately  90%  of  fiscal  1978  revenues  and 
professional  services,  10%.  Essentially,  all  the  processing  services  revenues 
were  derived  from  interactive  remote  computing.  Professional  services 
revenues  are  primarily  from  contract  programming. 

• NMS  processing  services  to  banks  and  thrift  institutions  include: 

Mortgage  accounting 
Savings  accounting 
Loans-in-process 
General  ledger 
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COMPANY  HIGHLIGHT/NORTHWEST  MANAGEMENT  SERVICES,  INC. 


APPLICATIONS  Industry  specialty  applications,  with  special  emphasis  on  financial 
general  ledger,  are  provided  to  savings  and  loan  organizations. 


INDUSTRY  MARKETS  NMS  revenues  for  fiscal  1978  were  derived  primarily  from 
the  banking  and  finance  industry  and  affiliates.  Customers  include  approximately 
thirty-five  savings  and  loan  Institutions  and  five  banks. 


geographic  MARKETS  About  80%  of  NMS  revenues  for  fiscal  1978  were  concen- 
trated in  the  Pacific  states.  The  remaining  20%  of  revenues  were  derived  from  the 
Mountain  states. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• NMS  uses  the  following  computer  mainframes  in  supplying  its  computer 
services: 

Three  Burroughs  500s 
Two  Burroughs  1800s 

(the  second  1800  will  be  Installed  by  the  time  of  printing  this  highlight) 
Two  Varlan  V/76s 

• NMS  provides  some  users  with  intelligent  as  well  as  non-intelligent  terminals 
for  accessing  these  computers. 

• All  communications  links  are  dedicated  leased  lines. 


- 2 - 

August  1978 

© 1978  by  INPUT,  Menlo  Park,  CA  94025.  Reproduction  Prohibited. 


INPUT 


COMPANY  HIGHLIGHT 


NORTHWEST  MANAGEMENT  SERVICES, 
INC. 

2300  Eastlake  Avenue  East 
Seattle,  WA  98102 
(206)  329-4900 


John  Hughes,  President 
Private 

Total  employees:  66 
Total  revenues  for  fiscal  year  end 
3/31/78:  $2,750,000* 


THE  COMPANY 

• Northwest  Management  Services,  Inc.  (NMS)  was  incorporated  in  the  state  of 
Washington  in  1967.  It  offers  primarily  on-line,  industry-specialized 
accounting  applications  for  its  approximately  40  customers  in  the  banking  and 
finance  industry  and  to  an  affiliated  company.  Northwest  Administrators,  Inc. 

• Management  expects  fiscal  1979  revenues  to  increase  more  than  20%  over 
fiscal  1978  revenues.  Management  states  the  company's  historical  growth  rate 
has  been  20%. 

• Northwest's  66  employees  are  distributed  as  follows: 


Customer  services  35% 

Marketing/sales  5 

Customer  support  and  software  services  30 
Computer  operations  55 

Administrative  and  general  (clerical,  etc.)  |Q 


100% 


• NMS  is  an  affiliate  of  Northwest  Administrators,  which  provides  primarily 
personnel  fringe  benefit  accounting  applications. 


KEY  PRODUCTS  AND  SERVICES 

• Processing  services  generated  approximately  90%  of  fiscal  1978  revenues  and 
professional  services,  10%.  Essentially,  all  the  processing  services  revenues 
were  derived  from  interactive  remote  computing.  Professional  services 
revenues  are  primarily  from  contract  programming. 

• NMS  processing  services  to  banks  and  thrift  institutions  include: 

Mortgage  accounting 
Savings  accounting 
Loans-in-process 
General  ledger 
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COMPANY  HIGHLIGHT/NORTHWEST  MANAGEMENT  SERVICES,  INC. 


APPLICATIONS  Industry  specialty  applications,  with  special  emphasis  on  financial 
general  ledger,  are  provided  to  savings  and  loan  organizations. 

INDUSTRY  MARKETS  NMS  revenues  for  fiscal  1978  were  derived  primarily  from 
the  banking  and  finance  industry  and  affiliates.  Customers  include  approximately 
thirty-five  savings  and  loan  institutions  and  five  banks. 

GEOGRAPHIC  MARKETS  About  80%  of  NMS  revenues  for  fiscal  1978  were  concen- 
trated in  the  Pacific  states.  The  remaining  20%  of  revenues  were  derived  from  the 
Mountain  states. 


COMPUTER  HARDWARE  AND  SOFTWARE 


NMS  uses  the  following  computer  mainframes  in  supplying  its  computer 
services: 


Three  Burroughs  500s 
Two  Burroughs  1800s 

(the  second  1800  will  be  installed  by  the  time  of  printing  this  highlight) 
Two  Varian  V/76s 


NMS  provides  some  users  with  intelligent  as  well  as  non-intelligent  terminals 
for  accessing  these  computers. 


All  communications  links  are  dedicated  leased  lines. 


a 


- 2 - 

August  1978 

© 1978  by  INPUT,  Menlo  Park,  CA  94025.  Reproduction  Prohibited. 


INPUT 


INPUT 


Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program 


April  1998 

NTT  Data  Corporation 


President  and  CEO: 

Tomeo  Kambayashi 
Toyosu  Center  Building  3-3 
Toyosu  3-chome 
Koto-ku,  Tokyo  135  Japan 
Phone  81-3-5546-8202 

Internet:  www.nttdata.jp 


Status:  Public 

Employees  9,900 

Revenue  (FY96):  $5,300,000,000 


Key  Points 

• NTT  Data  Corporation  is  the  largest  information  services  company  in  Japan  and  the 
second  largest  information  services  company  in  the  world. 

• The  principal  services  offered  by  the  company  are  data  communications  and  systems 
development  services  including  the  management  and  maintenance  of  data 
communications  systems. 

• NTT  Data  Corporation  opened  a Malaysia  branch  office  in  Kuala  Lumpur  in  May 
1997,  adding  to  the  existing  foreign  network  of  offices  in  Beijing,  China;  Hong  Kong; 
the  United  States;  the  United  Kingdom;  and  Singapore. 

• Foreign  offices  of  NTT  Data  Corporation  in  the  United  States  and  United  Kingdom 
primarily  provide  services  to  Japanese  companies  as  well  as  the  evaluation  of  IT 
products,  services  and  company  information  for  the  introduction  of  products  to  the 
Japanese  market. 
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• In  July  1996,  NTT  Data  established  the  Advanced  Information  Network  Services 
Headquarters  to  address  multimedia  markets  in  electronic  commerce,  CALS  and 
other  internet-based  services  and  products. 

• In  June  1996,  NTT  Data  established  the  UniSQL  Products  division  to  promote  the 
construction  of  database  management  systems  for  the  Internet,  Intranets,  and  CALS 
and  related  systems. 


Organization  and  Structure 

NTT  Data  Corporation  began  operating  in  1967  as  the  Data  Communications  Bureau  of 
Nippon  Telephone  and  Telegraph  (NTT)  in  charge  of  developing  a nationwide,  public  sector 
data  communications  system.  In  1988,  NTT  Data  Communications  Systems  was 
established  as  a wholly  owned  subsidiary  of  NTT. 

In  June  1996,  the  company  ofhcially  adopted  the  name  NTT  Data  Corporation  for 
international  use. 

The  company  is  organized  into  divisions — each  division  has  a series  of  services  it  provides 
to  its  market.  The  following  are  the  major  operational  divisions  of  NTT  Data  Corporation 
in  Japan,  excluding  its  27  subsidiaries  and  3 affiliates: 

• Advanced  Information  Network  Services  Headquarters 

• Facility  Management  Division 

• Financial  Systems  Sector 

• Industrial  Systems  Sector 

• Public  Administration  Systems  Sector 

• System  Management  Division 

• UniSQL  Products  Division 

The  divisions  are  matrixed  to  offer  professional  services  for  strategic  planning,  systems 
planning,  systems  design  and  installation,  and  systems  maintenance  and  facility 
management  across  market  sectors. 

Industries  served  by  NTT  Data  include  banking,  central  government,  construction,  finance, 
health  services;  hospitality,  insurance,  manufactmdng,  and  regional  government. 


NTT  Data  Corporation 
April  1998 
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Financials 

Net  sales  in  1996  were  U.S.  $5.3  billion  with  a gross  profit  of  U.S.  $1.5  billion.  Of  the  total, 
$2.9  billion  was  attributed  to  data  communications  services,  $1.8  billion  was  for  systems 
development  services,  and  $0.6  billion  was  categorized  as  'other'. 

Employees 

NTT  Data  had  just  over  9,900  employees  as  of  April  1,  1998. 

Key  Products  and  Services 

NTT  Data  describes  its  array  of  services  as  a pyramid  with  systems  maintenance  & facility 
management  at  the  base,  and  systems  design  & installation,  systems  planning,  and 
strategic  planning  respectively  occupying  the  next  three  layers.  Yet,  the  life  cycle  of 
information  systems  is  not  emphasized  in  NTT  Data's  marketing,  as  the  company  goes  to 
market  through  its  divisions.  Rather,  an  emphasis  is  put  on  the  practical  applications 
available,  as  described  below. 

The  Advanced  Information  Network  Services  group  offers  the  following  services: 

• Network  services — packet  exchange  services,  frame  relay  service,  and  IP  network 
service 

• Network  integration — private  network  integration,  intranet,  optical  wireless  LAN 
products,  and  mobile  network  products 

• Internet  service  provider 

Business-to-consumer  electronic  commerce — information  provider  services, 
smart  card  application  and  services,  and  electronic  money 

• Business-to-business  electronic  commerce — business  trading  services  and  CALS/EDI 

The  Financial  Systems  Sector  provides  the  following  services: 

• Capital  markets  systems 

• Corporate  electronic  banking  and  networks 

• Credit  card  systems 

• Insurance  industry  applications 

• Wide  area  networks 
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The  Industrial  Systems  Sector  provides  the  following  services; 

• Accounting  systems 

• Core  business  operating  systems 

Data  warehouse 
Logistics  management 
Personnel  and  payroll  management 
Production  control 

• Network  service  systems 

Regional  development  and  intelligent  buildings 
Satellite  communications 

• Multimedia 

• Package  service 

Construction  services 
IC  cards  and  other  card  technologies 
Manufacturing  services 
Voice  processing 

The  Public  Administration  Systems  Sector  provides  products  and  services  to  regional  and 
central  government  bodies  and  planning  agencies: 

• Comprehensive  administration  systems 

• Disaster  prevention  information  systems 

• Financial  accounting  systems  for  public  enterprise 

• Welfare  and  health  care  management  systems 

In  addition,  some  examples  of  completed  projects  for  governmental  bodies  are  an  on-line 
postal  banking  system,  a patent  authority  system,  and  an  automated  meteorological  data 
acquisition  system. 


NTT  Data  Corporation 
April  1998 
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The  Systems  Management  Division  includes  services  such  as: 

• Hardware  maintenance 

• Installation  of  client/server  systems 

• Operation  management 

• Planning  and  development  of  designs  relating  to  system  management 

• System  performance  management 

The  UniSQL  Products  Division  offers  database  management  systems  for  the  Internet, 
Intranets,  CALS  and  related  systems. 

New  Services 

• NTT  Data  in  1997  developed  an  Outsourcing  Center  for  on-line  banking.  The 
service,  Star-Ace,  includes  the  development,  maintenance,  and  operation  of  banking 
systems.  Account  settlements,  informational  services,  and  foreign  transactions  are 
standard  with  options  to  add  international  bond  and  securities  and  back  up  center 
operations. 

• NTT  Data  is  offering  an  Internet  service  for  the  business  community,  Business 
Network,  that  has  features  including  a toolbar,  service  menu,  and  travel  service 
designed  for  business  users.  The  inaugural  service  is  free,  with  subscription  fees 
expected  to  be  introduced  sometime  in  the  second  quarter  of  fiscal  1998.  NTT  Data 
hopes  to  sign  300  companies  and  30,000  individuals  by  the  end  of  the  fiscal  year. 

• An  Internet  service  for  children  was  started  in  February  1998.  The  aim  of  Magnet  is 
to  develop  virtual  communities  with  various  elements  such  as  shop-lined  streets, 
members'  homes,  furniture,  etc.  Businesses  pay  to  set  up  branch  stores  within  the 
virtual  community — i.e.,  links  to  their  web  pages.  Magnet  members  receive  mail 
('magpost'),  a newspaper  ('magnetimes'),  and  access  to  a bulletin  board  ('magforum'). 
Services  are  free  of  charge,  but  may  carry  a charge  at  some  point  in  the  future.  NTT 
Data  hopes  to  have  more  than  100,000  subscribers  and  more  than  100  client 
community  businesses  by  the  end  of  fiscal  1998. 

Locations 

NTT  Data  is  headquartered  in  Tokyo,  with  10  regional  headquarters  and  one  additional 
branch  office  throughout  Japan.  Foreign  branches  are  located  in  China,  Hong  Kong, 
Malaysia,  Singapore,  the  United  Kingdom,  and  the  United  States. 

In  the  United  States,  in  addition  to  a branch  office  in  New  York  there  is  a Technical  Center 
in  California  for  U.S.-based  technical  support  and  research. 
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Alliances 

NTT  Data  has  alliances  with  Apple  Computer,  British  Telecom,  Broadvision,  General 
Magic,  Hewlett-Packard,  Lotus,  MCI,  Microsoft,  Novell,  Oracle  Corporation  of  Japan, 
Picturetel,  Shanghai  Venus  Software  Co.  LTD  (China),  Silicon  Graphics,  and  UniSQL. 

Competition 

Key  competitors  include  Fujitsu,  GEIS,  IBM,  NEC,  and  Siemens  Nixdorf. 

Assessment 

NTT  Data  has  further  expanded  its  influence  beyond  Japan  with  the  opening  of  the 
Malaysia  office.  As  Japanese  industrial  concerns  developed  their  Asian  operations,  NTT 
Data  followed  to  provide  the  required  data  communications  services.  Through  effective 
partnering  with  third-party  software  vendors,  NTT  Data  has  been  able  to  deliver  the 
appropriate  technology  for  its  clients.  NTT  Data  may  consider  moving  more  aggressively 
into  electronic  commerce  in  Asia — 'electronic  marketplaces'  need  to  be  established  quickly 
or  business  may  be  lost  to  more  aggressive  total-solution  providers  such  as  IBM  Global 
Services  and  GEIS. 


NTT  Data  Corporation 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  OCTOBER  1983* 


NUMERAX,  INC. 

230  West  Passaic  Street 
Maywood,  NJ  07607 
(201)  368-0170 


Keith  J.  Keenan,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees;  313 
Total  Revenue,  Fiscal  Year  End 
6/30/85;  $9,870,347 
Computer  Services  Revenue; 
$8,883,000** 


NUMERAX,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


— -»....___^FISCAL  YEAR 
ITEM  ' 

6/85 

6/84 

6/83 

6/82 

6/81 

Revenue 

$ 9,870 

$8,115 

$ 6,207 

$ 5,604 

$4,924 

. Percent  increase 
from  previous  year 

22% 

31% 

11% 

14% 

18% 

Income  before  taxes 

$ 1,143 

$ 751 

$ 523 

$ 650 

$ 527 

. Percent  increase 
(decrease)  from 
previous  year 

52% 

44% 

(20%) 

23% 

102% 

Net  income 

$ 656 

$ 422 

$ 286 

$ 418 

$ 462 

. Percent  increase 
(decrease)  from 
previous  year 

55% 

48% 

(32%) 

(10%) 

100% 

Earnings  per  share 

$ 0.19 

$ 0.12 

$ 0.09 

$ 0.13 

$ 0.16 

. Percent  increase 
(decrease)  from 
previous  year 

58% 

33% 

(31%) 

(19%) 

100% 

SOURCE  OF  REVENUE 


INPUT  estimates  that  approximately  90%  of  Numerax's  revenue  was  derived 
from  processing  services,  providing  tariff  information  and  freight  bill  audit 
and  payment  services  to  the  manufacturing,  wholesale  distribution,  and  trans- 
portation industries.  The  remaining  10%  is  estimated  to  have  been  derived 
from  non-computer  publishing  services  to  the  common  carrier  industry. 


* Replaces  Financial  Update  of  October  1984 
**  INPUT  estimate 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  OCTOBER  1983 


NUMERAX,  INC. 

230  West  Passaic  Street 
Maywood,  NJ  07607 
(201)  368-0170 


Keith  J.  Keenan,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  210 
Total  Revenue,  Fiscal  Year  End 
6/30/84:  $8,115,014 
Computer  Services  Revenue: 
$7,300,000* 


NUMERAX,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


— — ___  FISCAL  YEAR 
ITEM 

6/84 

6/83 

6/82 

6/81 

6/80 

Revenue 

. Percent  increase 

$8,1 15 

$ 6,207 

$ 5,604 

$ 4,924 

$4,185 

from  previous  year 

31% 

1 1% 

14% 

18% 

22% 

Income  before  taxes 
. Percent  increase 
(decrease)  from 

$ 751 

$ 523 

$ 650 

$ 527 

$ 261 

previous  year 

44% 

(20%) 

23% 

102% 

(13%) 

Net  income 
. Percent  increase 
(decrease)  from 

$ 422 

$ 286 

$ 418 

$ 462 

$ 231 

previous  year 

48% 

(32%) 

(10%) 

100% 

(15%) 

Earnings  per  share 
. Percent  increase 
(decrease)  from 

$ 0.12 

$ 0.09 

$ 0.13 

$ 0.16 

$ 0.08 

previous  year 

33% 

(31%) 

(19%) 

100% 

(20%) 

SOURCE  OF  REVENUE 


• INPUT  estimates  that  approximately  90%  of  Numerax's  revenue  was  derived 
from  processing  services,  providing  tariff  information  and  freight  bill  audit 
and  payment  services  to  the  manufacturing,  wholesale,  distribution,  and 
transportation  industries.  The  remaining  10%  is  estimated  to  have  been 
derived  from  non-computer  publishing  services  to  the  common  carrier 
industry. 
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COMPANY  HIGHLIGHT 


NUMERAX,  INC. 

230  West  Passaic  Street 
Maywood,  NJ  07607 
(201)  368-0170 


Keith  J.  Keenan,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  190 
Total  Revenue,  Fiscal  Year  End 
6/30/83:  $6,207,112 
Computer  Services  Revenue: 
$5,600,000* 


THE  COMPANY 

• Numerax,  Inc.,  founded  in  1969,  provides  a range  of  computerized  tariff 
information  arid  freight  bill  audit  and  payment  processing  services  primarily 
to  discrete  and  process  manufacturing  companies  that  regularly  ship  products 
and  materials  by  common  carrier.  In  1983  the  company  also  began  providing 
services  to  the  transportation  industry. 

• Fiscal  1983  revenue  reached  $6.2  million,  an  11%  increase  over  fiscal  1982 
revenue  of  $5.6  million.  Net  income  declined  32%,  from  $418,000  in  1982  to 
$286,000  in  1983.  A five-year  financial  summary  follows: 


NUMERAX,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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Numerax  management  attributes  declines  in  net  income  to  the  follow- 
ing factors: 

. Cutbacks  in  the  size  and  number  of  client  transportation  trans- 
actions as  a result  of  the  recession. 

. Increases  in  marketing  costs  and  continuing  development  costs 
for  the  company's  on-line  NUMERAX  IV  service. 

• Research  and  development  costs  were  $303,000  (5%  of  revenue)  in  fiscal  1983, 
as  compared  to  $283,000  (5%  of  revenue)  in  fiscal  1982,  and  $140,000  (3%  of 
revenue)  in  fiscal  1981. 

• On  March  15,  1983,  Numerax  made  a public  offering  of  200,000  shares  of  its 
common  stock.  Net  proceeds  of  approximately  $3.2  million  were  placed  in 
various  short-term  investments  and  will  be  used  principally  to  support  future 
system  development  and  marketing  support. 

• On  July  26,  1983,  Numerax  purchased  all  of  the  outstanding  stock  of  Transpor- 
tation Traffic  Services,  Inc.  (TTS)  of  Silver  Spring  (MD). 

TTS  provides  tariff  publication  services  to  trucking  companies,  rate 
quotations,  and  analysis  and  daily  monitoring  of  tariffs  for  shippers. 

TTS  had  15  employees  at  the  time  of  the  acquisition.  It  now  operates 
as  a wholly  owned  subsidiary  of  Numerax. 

• Revenue  for  the  three  months  ending  September  30,  1983,  reached  $1.5 
million,  a 9%  increase  over  revenue  of  $1.4  million  for  the  same  period  in 
1982.  Net  income  for  the  period  increased  2%  from  $99,294  in  1982  to 
$101,241  in  1983. 

• As  of  June  30,  1983,  Numerax  had  190  employees.  The  company  currently  has 
205  employees,  segmented  approximately  as  follows: 

Marketing/sales  15 

Operations,  data  base  system 
and  customer  support  175 

General  and  administrative  15 

205 

• Major  competitors  for  freight  payment  processing  services  include  DSI  of  Des 
Plaines  (IL)  and  various  banks.  Competition  in  the  data  base  area  comes  from 
a subsidiary  of  Rand  McNally. 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  that  90%  of  Numerax's  fiscal  1983  revenue  was  derived  from 
processing  services,  with  the  majority  being  generated  by  batch  processing 
and  only  a small  amount  coming  from  on-line  services. 
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INPUT  estimates  that  15%  to  20%  of  Numerax's  fiscal  1983  revenue 
was  from  computer-generated  directories,  of  which  approximately  half 
(10%)  was  non-computer  services  related. 

• Numerax's  processing  services  are  based  on  providing  computerized  tariff 
information  and  freight  bill  audit  and  payment  services  using  its  proprietary 
tariff  rate  data  base. 

Numerax's  data  base  contains  more  than  25  million  class  and  com- 
modity tariff  rates  for  approximately  17,000  carriers  that  transport 
goods  between  more  than  99,000  cities,  towns,  and  communities  in  the 

U.S. 


The  data  base,  which  is  continually  updated,  includes  rates  for  the 
following  principal  modes  of  transportation; 

. Motor  carrier. 

. Rail. 

. Airline. 

. United  Parcel  Service. 

. Parcel  Post. 

• Freight  payment  and  tariff  data  base  processing  services  available  from 
Numerax  include  the  following: 

TARPS®  (Transportation  Auditing,  Reporting,  and  Payment  System), 
introduced  in  1969,  is  a batch  processing  service  that  audits  a shipper's 
freight  bills  before  payment,  pays  the  freight  carrier,  and  provides  the 
shipper  with  statistical  management  reports. 

. By  accessing  the  tariff  data  base,  client  bills  of  lading  are  rated 
for  total  freight  expense  and  the  freight  bills  are  reconciled  to 
that  charge. 

. Management  reports  available  to  the  client  include  the  fol- 

lowing; 


Audit  trail  freight  bill  locator,  daily  transaction,  and  bill 
of  lading  locator  reports. 

Distribution  reporting  on  freight  expense  by  product, 
origin,  destination,  carrier,  tariff  authority,  mode,  and 
shipment  type,  carrier  expense  and  tonnage,  warehouse 
storage,  and  handling  costs. 

Financial  reporting  on  freight  expense  by  product,  cost 
center,  and  selling  division,  shown  by  general  ledger 
account. 
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Marketing  reports  on  customer  profitability  and  product 
statistics. 

. Numerax  targets  manufacturing  and  industrial  companies  gener- 
ating at  least  10,000  bills  of  lading  annually  and  with  total 
yearly  freight  bills  of  $700,000  or  more  as  potential  TARPS 
clients. 

. Charges  for  the  TARPS  service  are  generally  based  on  a fixed 
fee  for  each  transaction  processed.  Annual  fees  from  the 
service  range  from  approximately  $12,000  per  client  (covering 
approximately  12,000  bills  of  lading)  to  $400,000  per  client 
(covering  approximately  420,000  bills  of  lading),  with  an  average 
annual  fee  of  about  $44,000. 

. There  are  currently  100  TARPS  clients. 

SHIPPER'S  PAYMENT  SERVICE^  (SPS),  is  a batch  processing  service 

which  pays  a shipper's  freight  bill,  without  audit,  and  furnishes  certain 

reports  to  the  shipper. 

. Companies  with  5,000  bills  of  lading  annually  and  a yearly 
freight  bill  of  $350,000  are  potential  SPS  clients. 

. Charges  for  the  SPS  service  are  generally  based  on  a fixed  fee 
for  each  transaction  processed  by  Numerax,  which  varies  by  the 
number  of  reports  and  ancillary  services  provided. 

NUMERAX®  IV,  introduced  in  1981,  is  an  on-line  processing  service 

providing  access  to  the  tariff  data  base. 

. By  means  of  a video  display  terminal  located  at  the  client's  site, 
shippers,  receivers,  and  carriers  can  immediately  access  current 
class,  commodity,  and  other  shipping  rates. 

. Applications  available  include  determination  of  proper  freight 
charges,  lowest  available  rates  between  points,  and  comparison 
of  rates  among  carriers. 

. In  April  1983  Numerax  added  network  services  to  NUMERAX  IV, 
permitting  on-line  access  to  an  advertising  directory  of  carrier 
and  shipping  services  and  to  excerpts  from  traffic  and  distribu- 
tion news  publications  such  as  Traffic  World,  Air  Transport 
World,  Traffic  Management,  and  The  Private  Carrier. 

. Fees  for  the  NUMERAX  IV  service  are  generally  based  on  hourly 
rates  (presently  $30  per  hour)  for  computer  access  time,  with  a 
minimum  monthly  charge  (presently  $5(X)  per  month).  The  client 
typically  pays  Numerax  a one-time  installation  charge  of 
$2,000.  The  client  is  responsible  for  telephone  line  charges  and 
charges  for  video  display  terminals. 
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. Though  NUMERAX  IV  did  not  contribute  significantly  to  fiscal 
1983  revenue,  as  of  August  31,  1983,  the  service  had  over  120 
subscribers  using  160  terminals. 

• Other  services  available  from  Numerax  include  the  following; 

QUICK  RATE®  , a computer-generated  directory  containing  motor 
carrier  rates  for  the  shipment  of  various  categories  of  goods  between 
different  points  in  the  U.S. 

. Shippers  with  aggregate  annual  freight  bills  of  $25,000  or  more 
are  potential  QUICK  RATE  subscribers. 

. The  directory  is  available  with  rate  information,  based  on  the 
client's  choice  of  origins,  to  approximately  40,000  destination 
cities. 

. Each  page  shows  a rate-making  destination  with  tariff  authority, 
rate  base  number,  and  rate  tables  cross-referencing  freight 
classifications  and  associated  shipment  weights,  with  weight 
"break  points"  for  all  weight  categories. 

. The  directory  is  also  available  on  microfiche  and  magnetic  tape. 

. QUICK  RATE  has  approximately  1,700  subscribers.  The  basic 
annual  subscription  fee  for  QUICK  RATE  begins  at  $550  and 
ranges  up  to  $895  and  includes  revisions  in  tariff  rates  for  one 
year. 

CUSTOM  RATE®  is  a computer-generated  directory  or  microfiche 
class  and/or  commodity  rate  guide  that  is  tailored  to  a client's  partic- 
ular distribution  system. 

. Instead  of  showing  rates  from  one  origin  to  various  destinations, 
CUSTOM  RATE  provides  origin/destination  city  pairs  that 
match  a company's  shipping  points  and  customer  destinations. 
Updates  are  provided  as  rates  change. 

Noncomputer  carrier  services  are  provided  by  Numerax's  newly  ac- 
quired TTS  subsidiary. 

. Current  services  available  include  providing  tariff  publication  to 
trucking  companies,  rate  quotations,  and  analysis  and  daily 
monitoring  of  tariffs  with  the  Interstate  Commerce  Commission 
(ICC). 

. Numerax  plans  to  integrate  these  services  into  its  on-line 
NUMERAX  IV  service,  with  availability  scheduled  for  early 
fiscal  1985. 
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INDUSTRY  MARKETS 

• One  hundred  percent  of  Numerox's  fiscal  1983  revenue  was  derived  from  the 
discrete  and  process  manufacturing  industries. 

Numerax  clients  include  companies  in  the  computer,  office  equipment, 
consumer  products,  automotive  parts,  pharmaceutical,  chemical,  and 
food  industries. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  Numerox's  fiscal  1983  revenue  was  derived  from  the 

U.S. 

• Branch  offices  are  located  in  Los  Angeles  and  Chicago.  Additional  offices 
will  be  opened  in  Georgia  and  Texas  during  fiscal  1984. 

• Numerox's  TSS  subsidiary  is  headquartered  in  Silver  Spring  (MD)  and  has  a 
branch  office  in  the  ICC  Building  in  Washington,  D.C. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Numerax  has  the  following  computers  installed  at  its  data  center  in  Paramus 
(NJ): 


I IBM  4341,  operating  under  MVS/JES2. 

I IBM  370/158,  operating  under  MVS/JES2. 

• Clients  access  Numerax  computers  via  dial-up,  dedicated,  or  WATS  lines. 
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NUMERAX,  INC. 

230  West  Passaic  Street 
Maywood,  NJ  07607 
(201)  368-0170 


Keith  J.  Keenan,  President 
Public  Corporation 
Total  Employees:  160 
Total  Revenues,  Fiscal  Year 
End  6/30/81:  $4,924,000 


PRINCIPAL  BUSINESS  Numerax,  Inc.,  founded  in  1 969,  provides  data  processing 
services  for  the  transportation  industry.  These  services  are  derived  from  its 
proprietary  tariff  rate  data  base. 


REVENUES  ($  thousands,  except  per  share  data) 


-....^^^^FISCAL  YEAR 

ITEM 

6/81 

6/80 

6/79 

6/78 

6/77 

Revenues 

$ 4,924 

$ 4,185 

$ 3,423 

$ 2,319 

$ 

1 ,765 

. Percent  increase 

from  previous  year 

18% 

22% 

48% 

31% 

29% 

Income  before  taxes 

and  extraordinary  item 
. Percent  increase 

$ 

543 

$ 271 

$ 

308 

$ 202 

$ 

105 

(decrease)  from 
previous  year 

100% 

(12%) 

52% 

92% 

5% 

Net  income 

$ 

444 

$ 240 

$ 

278 

$ 176 

$ 

94 

. Percent  increase 

(decrease)  from 
previous  year 

85% 

(14%) 

58% 

87% 

1% 

Earnings  per  share 

$ 

.15 

$ .09 

$ 

.10 

$ .06 

$ 

.03 

. Percent  increase 

(decrease)  from 
previous  year 

66% 

(10%) 

66% 

100% 

0% 

• Numerax's  first  quarter  results  for  fiscal  1982,  ending  September  30,  1981, 
showed  revenues  of  $1,385,047,  a 17%  increase  from  $1,103,813  for  the  same 
quarter  of  the  prior  year. 
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EMPLOYEES 


Marketing  and  sales 

10 

Customer  support 

100 

Data  base  system  support 

30 

General  and  administrative 

20 

160 

SOURCES  OF  REVENUE 

Batch  processing  services 

90% 

Published  materials 

10 

100% 

KEY  PRODUCTS  AND  SERVICES 

• All  Numerax  revenue  is  derived  from  the  use  of  its  proprietary  tariff  rate  data 
base.  The  data  base  contains; 

Over  25  million  class  and  commodity  rates  for  approximately  17,000 
carriers  which  transport  goods  between  more  than  99,000  cities  in  the 
United  States. 

Tariff  rates  included  are: 

. Motor  carrier. 

Rail. 

. Airline  and  airfreight  forwarder. 

. United  parcel  service. 

. Parcel  post  and  air  parcel  post. 

• Numerax  currently  offers  its  services  in  the  following  forms; 

TARPS®  , a computerized  service  that  audits  a shipper's  freight  bill 
before  payment,  pays  the  freight  carriers  and  provides  the  shipper  with 
statistical  management  reports.  Numerax  has  approximately  100 
clients  subscribing  to  this  program,  paying  an  average  of  $2,500  a 
month  for  the  service. 

SHIPPER'S  PAYMENT  SERVICE ^ a computerized  service  which  pays 
a shipper's  freight  bill,  without  audit,  and  furnishes  certain  reports  to 
the  shipper.  There  are  70  clients  of  this  service. 

Published  products  issued  by  Numerax  include; 

. QUICK  RATE®  , a computer  printed  directory  offered  since 
1969,  contains  rates  for  different  modes  of  transportation 
relating  to  the  shipment  of  goods  between  points  in  the  United 
States.  Quick  Rate  is  also  available  on  microfiche,  under  the 
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name  Micro  Rate^  “- . Quick  Rate  has  approximately  1,800 
subscribers. 

. SAT^“' (Simplified  Air  Tarriff),  a computer-printed  directory 
containing  airline  and  airfreight  forwarder  rates  from  an  airport 
to  all  major  airports  in  the  United  States. 

. CUSTOM  RATE^“’,  a service  which  provides  about  50  clients 
with  a computer  tape  containing  selected  abstracts  of  Numerax's 
data  base  for  internal  processing. 

• In  December  1981,  Numerax  began  a broad  scale  marketing  program  for  its 
new  on-line  service,  Numerax®  IV.  This  service  provides  shippers,  receivers, 
and  carriers  access  to  the  Numerax  data  base  through  a CRT  terminal  located 
in  their  office.  Numerax  IV,  which  already  has  30  users,  will  be  used  by 
industries  that  incur  freight  expenses  such  as  agriculture,  distribution,  and 
government  agencies. 

INDUSTRY  MARKETS 

• Numerax's  services  are  used  by  over  2,000  industrial  and  manufacturing 
companies  which  regularly  ship  their  products  throughout  the  United  States. 
About  95%  of  its  revenue  comes  from  manufacturing  and  5%  comes  from  the 
distribution  industry. 

GEOGRAPHIC  MARKETS 

• Numerax  markets  its  products  throughout  the  United  States. 

• In  May  1982,  Numerax  plans  to  open  its  first  branch  offices,  to  be  located  in 
Chicago  and  Los  Angeles. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• In  their  Paramus,  New  Jersey  data  center,  Numerax  has  an  IBM  360/65  and  a 
newly  installed  IBM  4341,  both  operating  under  OS. 
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Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


March  1996 

Novell,  Inc. 

President 

& CEO:  Robert  J.  Frankenberg 

1555  North  Technology  Way 
Orem,  UT  84057 

Phone:  (801)429-7000 

Fax:  (801)429-5555 

Internet:  Http://www.novell.com 


Status:  Public 

Employees;  6,400  (3/96) 

Revenue:  $2,041,174,000 

Fiscal  Year  End:  10/28/95 

• In  March  1996,  the  company  announced  a 
two-phase  program  for  implementing  its 
NetWare  Directory  Services  (NDS)  on 
Microsoft  Windows  NT. 

Key  Points 

• Novell,  Inc.  is  a systems  software  company 
that  develops  and  markets  network  services 
and  operating  systems  software  products,  as 

• In  the  first  quarter  of  fiscal  1996,  Novell 
reduced  its  work  force  and  instituted  cost 
control  measures  in  support  of  efforts  to 
refocus  the  company  to  network  software. 

well  as  application  programming  tools. 

• In  March  1996,  Novell  agreed  to  license  the 
Java  programming  language  from  Sun 
Microsystems.  The  company  plans  to  use 
Java,  which  allows  developers  to  create 
programs  for  the  Internet’s  World  Wide 
Weh,  with  its  NetWare  operating  system. 

• In  February  1996,  under  the  terms  of  its 
strategic  partnership,  BEA  became  the 
exclusive  developer  and  distributor  of 
Novell’s  TUXEDO®  System  on  UNIX,  NT 
and  all  non-NetWare  platforms.  Most 
Novell  TUXEDO  employees  have  now  moved 
to  BEA. 
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• In  January  1996,  Novell  announced  the 
reorganization  of  its  product  organization  to 
reflect  its  new  focus  on  network  software 
products.  The  new  Novell  Products  Group 
consolidates  the  Systems  Applications,  and 
Information  Access  and  Management 
Groups  into  a single  organization  with  three 
market  units. 

• In  January  1996,  Novell  agreed  to  sell  its 
personal  productivity  applications  product 
hne  to  Corel  Corporation,  a developer  of  PC 
graphics  and  multimedia  software. 

- Products  included  the  PerfectOffice 
application  suite,  WordPerfect  word 
processing  applications,  QuattroPro 
spreadsheet  and  related  software. 

- Corel  wiU  also  license  GroupWise  client 
software  and  Envoy  electronic  publishing 
software  from  Novell  for  a minimum 
royalty  obhgation  of  $70  milhon  over  the 
next  five  years. 

- Novell  will  receive  9.95  milhon  shares 
(20%)  of  Corel’s  outstanding  common  stock 
and  $10.75  milhon  in  cash. 

• In  December  1995,  Novell  sold  its  UnixWare 
product  hne  to  the  Santa  Cruz  Operation, 

Inc.  (SCO),  resulting  in  Novell’s  ownership  of 
approximately  6.1  milhon  shares  (17%)  of 
outstanding  SCO  common  stock.  Novell  will 
receive  a revenue  stream  from  the  sold 
UnixWare  business,  not  to  exceed  $84 
mihion  net  present  value,  over  the  next  five 
years. 

Company  Description 

Novell,  Inc.,  founded  in  1983,  is  an 
information  systems  software  company  that 
develops,  markets  and  services  specialized 
operating  system  products  and  networking 
services.  Novell's  products  provide  matched 
software  components  for  distributing 


information  resources  within  local,  wide-area 
and  internetworked  information  systems. 

During  the  first  quarter  of  fiscal  1996,  NoveU 
repurchased  approximately  7 milhon  shares  of 
its  common  stock  for  $106  milhon.  The  Board 
of  Directors  has  authorized  the  repurchase  of 
up  to  37  mihion  shares  of  common  stock 
through  October  1996. 

Organization  and  Structure 

In  fiscal  1994  and  the  majority  of  fiscal  1995, 
Novell  operated  through  four  operational 
groups  as  follows: 

• NetWare  Systems  Group  (NSC)  provided 
operating  systems  software  and  network 
services  products  for  NetWare  networks. 

• UNIX  System  Group  (USG)  provided  a range 
of  UNIX  operating  systems  and  UNIX 
connectivity  products. 

• Novell  Applications  Group  (NAG)  was 
responsible  for  the  development  of  personal 
and  group  productivity  products  and 
consumer  applications. 

• Information  Access  and  Management  Group 
(lAMG)  was  responsible  for  Novell’s  LAN 
Workplace  TCPdP  software  product  hne. 

Novell  has  restructured  its  organization  and  is 
now  operating  with  one  consolidated  product 
group — the  Novell  Products  Group.  This 
group,  organized  in  January  1996,  will  focus 
product  development  and  marketing  on 
growth  markets  for  network  software  and  the 
delivery  of  integrated  network  solutions. 

• NoveU  Products  Group  has  consolidated  the 
Systems,  Applications,  and  Information 
Access  and  Management  Groups  into  a 
single  organization  to  include  three  new 
market  units  and  a new  operations  unit; 
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- Internet /Intranet — markets  application- 
level  products  for  the  Internet,  the 
NetWare  Web  Server  for  intranet  and 
Internet  access  and  publishing,  and 
technology  to  support  managed  Internet 
and  commerce  services  through  NetWare 
Connect  Services  (NCS).  The  unit  is  also 
advancing  Novell’s  GroupWise'^'^  family  of 
groupware  products  for  use  with  the 
Internet,  and  is  carrying  forward  Novell 
Embedded  Systems  Technology  (NEST)  as 
a high-performance  solution  for 
integrating  powerline  and  cable  systems 
with  the  Internet. 

- Distributed  Networks — addresses  the 
network  solution  needs  of  organizations 
connecting  multiple  LANs  and  business 
sites.  This  unit  is  also  responsible  for 
continued  development  of  the  core 
NetWare  operating  system  platform, 
Novell’s  smart  network  services, 
integrated  back-office  solutions  network 
and  desktop  management  solutions,  and 
the  initiative  code-named  Net2000  to 
provide  development  with  common 
interfaces  to  network  services. 

- Small-Office / Home  Office  (SOHO) — 
focused  on  integrated  solutions  for  SOHO 
customers  and  other  single-site  market 
segments,  through  access  to  managed 
WAN  and  Internet  service  through  NCS, 
outsourcing  of  network  management  with 
Novell’s  ManageWise  product,  and 
integration  of  NetWare  with  GroupWise 
network-based  messaging. 

- Group  Operations — provides  coordination 
across  the  group  in  finance,  product 
marketing,  business  development, 
strategic  business  planning,  developer 
relations,  process  development,  and 
management  training. 


Novell  Education  provides  education  programs 
and  training  courses  for  each  segment  of  the 
network  computing  industry. 

Novell  Technical  Services  provides  technical 
support  alternatives  fi^’om  which  users  may 
choose  for  support  services.  These  include  the 
worldwide  service  and  support  organization, 
the  Technical  Support  Alhance,  the  Certified 
Novell  Engineer  program,  the  Independent 
Manufacturer  Support  Program  and  the 
Client/Server  Testing  Program. 

Worldwide  operations  of  the  corporation  are 
directed  from  Novell's  corporate  headquarters 
in  Orem  (UT)  and  its  sales  and  marketing 
facilities  in  San  Jose  (CA).  Domestic  offices 
are  in  Arizona,  Cahfornia,  Colorado, 
Connecticut,  the  District  of  Columbia,  Florida, 
Georgia,  Illinois,  Massachusetts,  Michigan, 
Minnesota,  Missouri,  New  Jersey,  New  York, 
North  Carolina,  Ohio,  Oregon,  Pennsylvania, 
Tennessee,  Texas,  Utah,  and  Washington. 

Novell  has  international  subsidiary  companies 
located  in  Argentina,  Austraha,  Austria, 
Belgium,  Brazil,  Canada,  Chile,  the  People’s 
Republic  of  China,  Columbia,  the  Czech 
Republic,  Denmark,  Finland,  France, 

Germany,  Hong  Kong,  Hungary,  India, 

Ireland.  Italy,  Japan,  Korea,  Malaysia, 

Mexico,  the  Netherlands,  Norway,  Poland, 
Portugal,  Singapore,  South  Africa,  Spain, 
Sweden,  Switzerland,  Taiwan,  the  United 
Arab  Emirates,  the  U.K.,  and  Venezuela. 

Company  Strategy 

Novell’s  vision  is  to  be  a leader  in  the 
convergence  of  workgroup  and  enterprise 
networks  with  the  Internet.  By  partnering 
with  leading  worldwide  computer  hardware 
and  software  developers,  telecommunications 
carriers,  and  content  providers,  Novell’s  goal 
is  to  build  the  Smart  Global  Network’’^"^,  a 
managed  Internet  that  provides  access  to 
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information  an5i;ime,  anyplace.  The 
company’s  mission  is  to  enable  one  billion 
network  connections  by  the  year  2000. 

Novell  and  its  partners  are  employing  five 
strategic  initiatives  to  achieve  this  goal: 

• Providing  smart  networks  that  are  easy  to 
manage  and  use  and  that  are  capable  of 
connecting  people  with  each  other,  the 
information  they  need,  and  the  systems 
upon  which  they  rely 

• Interconnecting  smart  networks,  making 
Novell  networks  global  in  reach  and  an 
integral  part  of  the  Internet 

• Standardizing  developer  interfaces,  enabling 
developers  to  create  cross-platform 
applications  that  can  exploit  the  Smart 
Global  Network 

• Providing  rich  network  access  through 
Group  Ware  and  other  network  applications, 
enabling  users  to  access  network  services  for 
communication  and  collaboration 

• Expanding  network  access  beyond  LANs  and 
PCs  to  connect  intelhgent  devices  of  every 
kind 

Novell’s  strategy  in  1996  is  to  refocus  the 
company  to  network  software.  The  company’s 
key  focus  wiU  be  on  its  global  directory  service, 
the  NetWare  Directory  Service  (NDS).  In 
addition,  the  company  will  concentrate  on 
NetWare  Connect  Services  (NCS),  Novell 
Embedded  Systems  Technology  (NEST)  and 
TUXEDO. 

During  the  second  quarter  of  fiscal  1996,  the 
company  will  implement  a change  in  its 
traditional  distribution  stocking  policy  to 


address  the  trend  toward  multiproduct 
network  software  hcensing  programs. 

• Novell  had  traditionally  maintained  high 
channel  inventories  of  individually  packaged 
software  products,  but  now  intends  to  reduce 
these  inventories  by  up  to  $225  million,  due 
to  the  increasing  proportion  of  sales  through 
channel  partner  and  customer  license 
agreements. 

• This  reduction  is  expected  to  decrease 
second-quarter  revenue,  as  well  as  create  a 
moderate  quarterly  loss. 

• The  resetting  of  channel  inventories  is 
expected  to  improve  inventory  turns  and 
profits  for  channel  partners  as  well  as 
reduce  cost-of-goods  and  channel  promotion 
costs  for  Novell. 

Financials 

Total  fiscal  1995  revenue  reached  more  than 
$2  billion,  a 2%  increase  over  fiscal  1994 
revenue  of  $1,998.1  nidhon.  Net  income  was 
$338.3  million  in  fiscal  1995,  compared  to  net 
income  of  $206.7  million  in  fiscal  1994.  On  a 
pro  forma  basis  that  excludes  a nonrecurring 
Unix  license  buyout  and  acquisition  related 
expenses,  1994  revenue  was  $1,917.6  million 
and  net  income  was  $298  mUhon.  A five-year 
financial  summary  is  shown  on  the  following 
page. 

Revenue  from  NetWare  network  operating 
system  software  in  fiscal  1995  grew  19%  over 
the  previous  year.  Novells  other  network  and 
systems  software  revenue  grew  by  $600 
million.  These  gains  were  offset  by  a $122 
million  decline  in  personal  productivity 
applications  revenue. 
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Novell,  Inc. 

Five-Year  Financial  Summary 

($  Millions,  except  per-share  data) 


Fiscal  Year  End 

Item 

10/95 

10/94(a) 

10/93 

10/92 

10/91 

Revenue 

$2,014.2 

$1,917.6 

$1,830.4 

$1,512.5 

$1,262.1 

• Percent  change  from 
previous  year 

5% 

5% 

21% 

20% 

26% 

Income  before  taxes 

$508.7 

$297.4 

$138.2 

$461.8 

$461.2 

• Percent  change  from 
previous  year 

71% 

115% 

(70%) 



31% 

Net  income 

$338.3 

$206.7 

$40.7 

$322.0 

$363.3 

• Percent  change  from 
previous  year 

64% 

408% 

(87%) 

11% 

24 

Earnings  per  share 

$0.90 

$0.56 

$0.11 

$0.90 

$1.05 

• Percent  change  from 
previous  year 

61% 

409% 

(88%) 

(14%) 

17% 

(a)  1994  figures  adjusted  to  exclude  nonrecurring  Unix  license  revenue  and  acquisition-related  expense. 


Product  development  expenditures  were 
approximately  $368  million  (18%  of  revenue) 
in  fiscal  1995,  compared  to  $347  million  (17% 
of  revenue)  in  fiscal  1994  and  $290  million 
(16%  of  revenue)  in  fiscal  1993. 

Revenue  Analysis  by  Product/ Service 

Through  fiscal  1995,  Novell  operated  within 
four  product  groups.  A three-year  summary  of 
source  of  revenue  by  these  product  groups 
appears  on  the  following  page. 

• NSG  revenue  growth  of  16%  in  fiscal  1995 
was  attributed  to  increases  in  the 
NetWare  4 product,  offset  by  declines  in 
NetWare  3 and  other  NSG  products. 

• The  decrease  of  17%  in  NAG  revenue  was 
primarily  the  result  of  a decrease  in 
WordPerfect  revenue,  offset  by  increases  in 
Group  Wise  and  the  PerfectOffice  suite. 


- The  personal  productivity  applications 
product  fine,  sold  to  Corel  Corporation  in 
January  1996,  accounted  for  $407  million 
of  revenue. 

• On  a pro  forma  basis,  USG  experienced  a 7% 
revenue  growth  year  to  year.  Including  the 
fiscal  1994  charges,  USG  revenue  decreased 
57%  in  fiscal  1995.  This  decrease  was 
attributed  to  the  one-time  fully  paid  license 
for  UNIX  technology  sold  to  Sun 
Microsystems  for  $81  milfion,  representing 
4%  of  total  revenue  in  fiscal  1994. 

• lAMG  revenue  growth  of  9%  in  fiscal  1995 
was  mainly  attributable  to  host  connectivity 
products. 


Novell,  Inc. 
March  1996 


©INPUT  1996.  Reproduction  prohibited. 


Page  5 of  12 


INPUT  Vendor  Profile 


Novell,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year  End 

10/95 

10/94(a) 

10/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

• NSG  products 

$1,062.5 

52% 

$912.9 

48% 

$825.6 

45% 

• USG  products 

103.2 

5% 

96.5 

5% 

49.3 

3% 

• lAMG  products 

250.3 

12% 

229.2 

12% 

168.6 

9% 

• NAG  products 

479.3 

24% 

577.4 

30% 

707.5 

39% 

• Education  and  support  services 

145.9 

7% 

101.6 

5% 

79.4 

4% 

Total 

$2,041.2 

100% 

$1,917.6 

100% 

$1,830.4 

100% 

(a)  1994  figures  adjusted  to  exclude  nonrecurring  Unix  license  revenue  and  acquisition-related  expense. 


Interim  Results 

Novell  reported  net  revenue  of  $438  million 
for  the  three  months  ending  January  27,  1996, 
a decline  of  11%  from  net  revenue  of  $493.2 
million  during  the  same  period  in  1995.  Net 
income  for  the  period  was  $64  million,  down 
21%  from  $81.5  million  posted  for  the  same 
period  a year  ago. 

• Revenue  from  NetWare  network  operating 
system  software  totaled  $228  million  during 
the  period. 

- NetWare  4 contributed  approximately  58% 
($131  rndhon)  of  total  NetWare  revenue, 
growing  80%  year  to  year. 

- NetWare  3 declines  partially  offset 
increases  in  NetWare  4 revenue. 

• GroupWise  (Novell’s  electronic  messaging 
and  workgroup  application)  revenue  was  $21 
million,  a 3%  increase  over  the  same  period 
in  1995. 


• Business  applications  products  revenue  fell 
to  $42  million,  a dechne  of  67%  from  the 
same  period  the  previous  year. 

Market  Financials 

Novell’s  products  cater  to  aU  industries,  from 
individual  users  and  small  businesses  to 
government,  higher  education  and  large 
commercial  organizations. 

Geographic  Markets 

Approximately  53%  of  Novell's  fiscal  1995 
revenue  was  derived  from  the  U.S.  and  the 
remaining  47%  from  other  international 
sources.  International  revenue  included  $568 
million  (28%)  from  Europe,  the  Middle  East 
and  Africa,  $292  million  (14%)  from 
Asia/Pacific,  and  $99  miUion  (5%)  from 
Canada  and  the  Americas. 

A three-year  geographic  source  of  revenue 
summary  follows. 
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Novell,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year  End 

10/95 

10/94(a) 

10/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent 
of  Total 

U.S. 

$1,081.5 

53% 

$1,057.0 

55% 

$1,043.3 

57% 

International 

959.7 

47% 

860.6 

45% 

787.1 

43% 

Total 

$2,041.2 

100% 

$1,917.6 

100% 

$1,830.4 

100% 

(a)  1994  figures  adjusted  to  exclude  nonrecurring  Unix  license  revenue  and  acquisition-related  expense. 


Employees 

As  of  December  31,  1995,  Novell  had 
approximately  7,272  employees,  segmented  as 
follows: 


Marketing  and  sales 2,004 

Product  development 2,556 

General  and  administration 972 

Service,  support,  education 

and  operations 1.740 

7,272 


Of  the  7,272  employees,  404  were  located  in 
the  U.S.  field  offices  and  1,733  in  international 
offices.  The  remaining  5,135  worked  out  of 
Novell’s  facilities  in  Utah,  Cahfornia  and  New 
Jersey. 

The  company  currently  has  6,400  employees. 

Key  Products  and  Services 

Products 

Novell  develops  and  markets  its  products 
through  the  Novell  Products  Group  and 
through  three  market  units; 

Internet / Intranet,  Distributed  Networks  and 
Small  Office/Home  Office. 


Internet/  Intranet 

The  unit  markets  apphcation-level  products 
for  the  Internet  and  technology  to  support 
managed  Internet  and  commerce  services 
through  NetWare  Connect  Services  (NCS). 

Novell's  internetworking  products  tie  local 
NetWare  networks  into  wide  area  networks, 
assisting  customers  as  they  expand  their 
computing  resources.  The  company’s  current 
internetworking  products  include  NetWare 
Connect  version  1.0  and  the  NetWare  Multi- 
Protocol  Router-basic  version  3.0. 

• NetWare  Connect  enables  remote  users  of 
MS  Windows,  DOS,  and  Macintosh  to  dial  in 
and  access  all  resources  available  on  a 
NetWare  network.  It  also  allows  network 
users  to  dial  out  remotely  from  the  network. 

• NetWare  for  SAA  is  software  for  connecting 
desktop  computers  with  IBM  system  370 
and  AS/400  host  computers. 

• NetWare  Navigator  is  for  centrahzed. 
automated  software  and  data  distribution 
for  Novell  networks. 
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• NetWare  Embedded  Systems  Technology 
(NEST)  allows  office  devices  (e.g.,  printers, 
copiers,  faxes,  cellular  telephones,  pagers) 
and  non-office  devices  (e.g.,  set-top  cable 
television  boxes  and  utility  meters)  to  be 
networked  using  NetWare  networks. 

• NetW are  Mobile — Synchronizes  data  used 
by  mobile  users  with  network  data  when  the 
users  reconnect  to  a network. 

GroupWise  4. 1 is  a suite  of  workgroup 
productivity  software  that  combines  E-mail, 
personal  calendaring,  group  scheduling,  task 
management,  rules-based  message 
management  and  workflow  routing  into  a 
single  application. 

• Group WTse  4.1  Clients  for  Windows,  DOS, 
Macintosh,  or  UNIX — provides  the  user 
interface  for  the  messaging  system. 

• GroupWise  4.1  Administration  for  DOS  or 
SunOS,  packaged  with  the  client  software, 
provides  the  messaging  system 
administration. 

NetWare  Web  Server  runs  on  NetWare  4 
servers  for  both  internal  communication  and 
external  publishing  on  the  Internet’s  World 
Wide  Web.  NetWare  Web  Server  is 
implemented  as  a set  of  NetWare  Loadable 
Modules'^''^  and  converts  the  NetWare  4.1 
server  into  a platform  for  publishing 
HyperText  Markup  Language  (HTML)  pages. 

Distributed  Networks 

This  unit  addresses  the  network  solution 
needs  of  organizations  connecting  multiple 
LANs  and  business  sites.  It  is  responsible  for 
the  continued  development  of  Novell’s  core 
operating  system  platform,  NetWare, 
previously  developed  through  the  NetWare 
Systems  Group  (NSG).  The  NetWare  family 
includes  the  following  products: 


• NetWare  4 — In  March  1993,  Novell 
introduced  the  NetWare  4 operating  system 
which  demonstrates  how  one  server  can 
support  1,000  clients  or  one  client  can  access 
1,000  servers.  Current  NetWare  4 products 
include  NetWare  4.1,  NetWare  4.1  SMP, 
NetWare/IP  2.1  NetWare  Cfients’’’''^  and 
NetWare  SET 

• NetWare  3 — NetWare  3 is  a 32-bit  network 
operating  system  that  supports  DOS,  MS 
Windows,  OS/2,  UNIX,  Macintosh  and  the 
IBM  SAA  environment. 

• NetWare  for  Macintosh — NetWare  for 
Macintosh  allows  Macintosh,  DOS  and  OS/2 
workstations  to  share  data  and  resources  in 
a network  environment.  It  comes  in  two 
versions:  NetWare  for  Macintosh  4.01  and 
NetWare  for  Macintosh  3.12. 

• Personal  NetWare — Personal  NetWare 
allows  users  to  connect  as  many  as  50  PCs 
running  on  DOS  or  MS  Windows,  and  share 
hard  disks,  printers,  CDROM  drives  and 
other  resources. 

Novell  continues  to  develop  and  market  the 
TUXEDO  System  for  the  development  and 
deployment  of  distributed  client/server 
applications  on  the  NetWare  platform. 

Distributed  Networks  also  supplies  TCP/IP 
software  through  Novell’s  LAN  Workplace 
product  line,  previously  supplied  through 
Novell’s  Information  Access  and  Management 
Group  (lAMG). 

• LAN  Workplace — A connectivity  package 
that  provides  users  with  concurrent  access 
to  TCP/IP,  Internet  and  NetWare  resources. 
Available  for  DOS,  MS  Windows  and  Mac 
users 

• LANalyzer — monitoring  and  analysis  tool  for 
troubleshooting  NetWare  networks 
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• ManageWise — An  integrated  set  of 
management  services  that  monitors  and 
controls  the  network  from  end  to  end, 
including  user  desktops,  servers  and 
network  infrastructure 

• Novell’s  NetWare  Telephony  Services 
platform  and  Telephony  Services  API 
(TSAPl)  enable  customers  to  connect 
computer  and  telephone  PBX  systems  in 
integrated  network  solutions.  NetWare 
Telephony  Services  apphcations  place  and 
route  calls,  report  system-wide  telephone 
activity  and  provide  call-related  information 
with  calls. 

• Network  Directory  Services™  (NDS™)  is  a 
new  technology  perfected  with  NetWare  that 
forms  the  backbone  for  pervasive  computing 
and  provides  a network-wide  directory  of 
users,  network  equipment,  systems,  data, 
and  network  services.  The  directory  is  a 
global  database  provided  by  NetWare  4 
servers.  It  replaces  the  bindery,  which 
supports  the  operation  of  a single  NetWare 
server;  NDS  supports  an  entire  network  of 
servers. 

• In  March  1996,  Novell  announced  a two- 
phase  program  for  implementing  its 
NetWare  Directory  Services  (NDS)  on 
Microsoft  Windows  NT  servers.  The  first 
phase  requires  a NetWare  server  on  the 
LAN  to  run  NDS,  with  Windows  NT,  and  the 
second  phase  will  offer  NDS  running 
natively  on  Windows  NT. 

• The  Net2000  Initiative  provides  developers 
with  common  interfaces  to  network  services. 

Small-Office /Home  Office  (SOHO) 

This  unit  is  focused  on  integrated  solutions 

designed  to  meet  the  special  requirements  of 

SOHO  customers.  Novell  provides  solutions 

through  access  to  managed  WAN  and  Internet 


service  with  NetWare  Connect  Services,  out- 
sourcing of  network  management  with 
Novell’s  ManageWise  product,  and  integration 
of  NetWare  with  GroupWise  network-based 
messaging. 

• The  GroupWise  (formerly  WordPerfect 
Office),  InTorms™,  and  SoftSolutions™ 
products  provide  users  with  E-mad, 
calendaring,  scheduling,  intelligent  forms, 
workflow  and  document  management. 
Novell’s  NetWare  MHS,  a "store-and- 
forward"  message  handling  service,  and 
Global  MHS  joined  GroupWise. 

• Main  Street® — ^Introduced  in  mid- 1994, 

Main  Street  is  an  expanding  suite  of 
consumer  applications  targeted  to  three 
segments:  family  entertainment,  home 
education,  and  personal  productivity. 

- Family  entertainment  applications  include 
Wallobee  Jack  (interactive  cartoon 
adventures);  Paper  Planes  (a  multimedia 
program  that  teaches  how  to  build  paper 
planes);  and  Kap’n  Karaoke  (using 
computers  to  sing  favorite  tunes). 

- Home  education  applications  include  Read 
with  Me  (interactive  software  programs  for 
preschoolers  and  first  graders);  Write  with 
Me  (teaches  kids  ages  4 to  10  how  to 
write);  Mental  Math  (helps  kids  ages  6 to 
14  to  improve  their  math  skdls);  and 
Memphis  Math;  Treasure  of  the  Tombs 
(helps  kids  ages  8 to  14  master  fractions, 
decimals  and  percents). 

Service,  Support  and  Education 

Novell  offers  support  and  education  programs 
along  with  training  courses  for  each  segment 
of  the  network  computing  industry.  Programs 
offered  by  Novell  include: 

• Technical  Support  Alliance  (TSA) — An  inter- 
company system  for  quickly  resolving 
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problems  through  a network  of  service. 

More  than  52  leading  computing  product 
vendors  have  joined  the  program  since  it 
was  launched  in  the  spring  of  1991. 

• Certified  Novell  Engineer  (CNE) — ^This 
program  offers  training,  information  and 
advanced  technical  telephone  support  to 
individuals,  after  which  they  earn  a CNE 
title.  To  date,  more  than  50,000  people  have 
earned  Certified  NetWare  Engineer  (CNE) 
status  through  training  available  through 
Novell  Authorized  Education  centers, 
worldwide. 

• Novell  Authorized  Education  Centers 
(NAECs) — These  centers  offer  education  to 
end  users  through  over  1,300  independent 
NAECs  worldwide.  In  addition,  the 
company  also  offers  self-paced  training 
products. 

• Novell  Labs — ^Novell  works  with  third-party 
manufacturers,  through  its  Independent 
Manufacturer  Support  Program  (IMSP),  to 
test  and  certify  hardware  and  software 
components  for  interoperability  with 
NetWare. 

• Client/Server  NetWare  Loadable  Module 
(NLM)  Testing  Program — ^This  program  is 
designed  to  allow  developers  to  submit 
client/server  NLM  applications  for  testing. 

• Enterprise  Developers  Program  is  a 
worldwide  consulting  program  to  provide 
customers  with  ongoing  consulting,  project 
management  and  education  services. 

Market  Messenger  is  Novell’s  world  wide 

electronic  information  distribution  system. 

Market  Messenger  consists  of  compact  disc, 

Internet  and  electronic  mail  services. 

• Market  Messenger  CD — a Windows- 
compliant  application  running  from  either  a 


local  CD  ROM  drive  or  off  a network  server. 
Market  Messenger  CD  provides  access  to 
Novell’s  library  of  marketing  information 
using  the  company’s  Envoy  portable 
document  software. 

• Market  Messenger  World-Wide — Novell’s 
World  Wide  Web  home  page  service  runs  on 
a UnixWare  2 application  server  and 
includes  corporate  information,  press 
announcements,  employment  opportunities 
and  other  information. 

• Market  Messenger  World-Wide  Express  is  a 
Novell  GroupWise-based  service  that 
provides  on-demand  access  to  hundreds  of 
Novell  documents  for  authorized  Novell 
resellers  and  partners. 

Novell’s  NetWire  Web  site  provides  on-line 
access  to  technical  support  information  for 
customers  and  partners,  now  averaging 
250,000  hits  per  day. 

Marketing  and  Sales 

Novell  markets  its  products  through  its  offices 
in  San  Jose  (CA),  Provo  and  Orem  (UT),  and 
from  its  40  domestic  and  55  international 
sales  offices  in  over  30  countries  in  North  and 
South  America,  Asia,  Europe,  Africa,  and  the 
Middle  East. 

The  company  sells  its  products  primarily  to 
distributors,  who  in  turn  sell  to  retail  dealers. 
As  of  December  31,  1995,  there  were 
approximately  15  U.S.  and  80  international 
distributors. 

Novell  also  sells  its  products  to  OEMs,  system 
integrators,  and  value-added  resellers  (VARs), 
as  well  as  directly  to  approximately  450  large 
corporations.  Novell  has  about  1,000 
Platinum  Resellers,  3,000  Gold  Resellers  and 
20,  000  Authorized  Resellers  worldwide. 
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Novell's  marketing  activities  include 
distribution  of  sales  literature  and  press 
releases,  advertising,  periodic  product 
announcements,  support  of  NetWare  user 
groups,  publication  of  technical  and  other 
articles,  industry  seminars,  conferences  and 
trade  shows.  The  company’s  Professional 
Developer’s  Program  supports  independent 
software  vendors  (ISVs)  and  independent 
hardware  vendors  (IHVs)  in  developing 
products  on  Novell  networks. 

Novell  markets  internationally  through 
distributors  who  sell  to  dealers  and  end  users. 
In  fiscal  1995,  sales  to  international  customers 
were  approximately  $960  million.  Sales  to 
European  countries  were  56%  of  international 
sales.  No  one  foreign  country  accounted  for 
more  than  10%  of  total  sales  in  any  period. 

The  company  had  one  multinational 
distributor  in  1995,  accounting  for  15%  of 
fiscal  1995  revenue. 

Alliances 

Partnerships 

In  March  1996,  Novell  announced  its 
participation  in  the  Multimedia  Services 
Affiliate  Forum,  a non  profit  organization  of 
25  leading  international  telecommunications 
service  and  technology  providers  whose  goal  is 
to  develop  interconnected  global  networks  for 
business  communications. 

• Novell,  Lotus  and  five  telecommunications 
carriers,  AT&T,  Deutsche  Telkom,  NTT 
Corp.,  Telstra,  and  Unisource,  established 
the  first  plans  for  the  Multimedia  Services 
Affiliate  Forum  in  1995. 

• Other  companies  participating  the  Forum 
include  Cisco,  Microsoft,  British 
Telecommunications,  Korea  Telecom, 
Singapore  Telecom,  and  Telecom  Malaysia. 


In  February  1996,  Novell  and  BEA  Systems 
Inc.,  a Sunnyvale  (CA)-based  provider  of 
enterprise  middleware  solutions,  entered  into 
a strategic  partnership,  naming  BEA  as 
exclusive  developer  and  distributor  of  the 
TUXEDO  System  for  all  operating  systems 
other  than  NetWare. 

• BEA  has  acquired  the  TUXEDO 
development  team,  as  well  as  the 
management,  marketing,  and  field 
marketing  organizations.  Joe  Menard,  vice 
president  in  charge  of  the  TUXEDO 
Business  Unit  at  Novell,  will  become  vice 
president  of  product  planning  and  strategy 
at  BEA. 

• Novell  retained  a small  core  of  TUXEDO 
developers  and  will  continue  to  develop 
TUXEDO-based  apphcations  for  NetWare. 

• This  partnership  supports  Novell’s  strategy 
to  enable  a Smart  Global  Network  by 
extending  distributed  network  services 
across  multiple  client  and  server  platforms, 
and  in  managed  Internet  solutions. 

In  January  1996,  Novell  and  Fremont  (CA)- 
based  Voysys  Corporation  announced  a 
partnership  and  development  agreement  to 
deliver  value-priced  voice  solutions  combining 
network  information,  telephone  call  control 
,and  voice  processing  through  Novell’s 
NetWare  Services  and  the  Telephony  Services 
API  (TSAPI). 

• Voysys  Corporation,  a global  telephony 
provider,  designs,  manufactures  and 
markets  voice  communications  systems  for 
small  and  midsized  businesses  and  corporate 
departments. 

• This  partnership  advances  Novell’s 
commitment  to  integrate  voice  capabihties 
with  network  telephony. 
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In  November  1995,  Novell  entered  into  an 
agreement  with  TurnQuay  Solutions  Limited 
(TSL)  under  which  TSL  is  Novell’s  Vertical 
Industry  Partner  for  the  financial  trading 
market. 

• TSL  will  use  Novell  NetWare-compliant 
software  products  for  distribution  within  the 
financial  trading  market. 

• The  keystone  product  is  the  MTi  OpenTrade 
platform  for  market  information 
distribution. 

A representative  sample  of  other  strategic 
partnerships  include: 

• Public  data  network  initiative;  AT&T 
Business  Communication  Services;  Deutsche 
Telkom,  Telstra,  Unisource,  Nippon 
Telephone  and  Telegraph 

• Network  system  solutions:  Apple  Computer, 
Compaq  Computer,  Fujitsu/ICL,  Hewlett- 
Packard,  IBM,  NetScape,  Olivetti,  SCO, 
Unisys 

• Network  system  services:  Computer 
Associates,  GeoWorks,  Hewlett-Packard, 
IBM,  Informix,  Memorex/Telex,  Oracle, 
Sybase,  Xerox 

• Internetworking  and  management  support: 
3Com,  Bay  Networks,  Cheyenne,  Cisco 
Systems,  Intel 

• NESTed  NetWare;  Andover  Controls, 

Canon,  Fujitsu,  General  Instruments, 
Hewlett-Packard,  Intel,  Lexmark 
International,  Ricoh.  UtiliCorp  United, 

Xerox 

• Enterprise  consulting  and  systems 
integration:  Andersen  Consulting,  Computer 
Task  Group,  BDM,  EDS,  GE  Computer 
Services 


• Service  and  support:  Digital  Equipment, 
Hewlett-Packard,  IBM,  Memorex/Telex 

Competition 

Novell  competes  in  the  highly  competitive 
market  for  network  operating  systems  and 
related  systems  software. 

Novell's  network  operating  systems  software 
competitors  include  Banyan  Systems,  Inc. 
(VINES),  Microsoft  Corporation  (NT),  and 
Artisoft  Corporation  (LANtastic). 

INPUT  Assessment 

Novell's  major  strengths  can  be  summarized 
as  follows; 

• Strong  understanding  and  management  of 
networks 

• Strategic  partnerships  with  many  leading 
information  technology  companies 

• Strong  market  position 

• Strong  technical  innovation 

• Broad  range  of  network  applications 

• Large  installed  client  base 

• Strong  distribution  base 

• Strong  base  of  trained  Certified  Novell 
Engineers 

Novell’s  greatest  challenges  in  the  coming 
year  will  be  to  implement  its  Internet 
strategy,  and  to  increase  the  market 
penetration  of  itsNetWare  Directory  Services 
(NDS). 
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President 

& CEO:  Robert  J.  Frankenberg 

Corporate  Headquarters 
1555  North  Technology  Way 
Orem,  UT  84057 

Phone:  (801)429-7000 

Fax:  (800)  429-5555 


Status:  Public 

Employees:  7,914(12/94) 

Revenue:  $1,998,077,000 

Fiscal  Year  End:  1 0/29/94 


Key  Points 

• Novell,  Inc.  is  a systems  software  company 
that  develops  and  markets  network  services 
and  operating  systems  software  products  as 
well  as  application  programming  tools. 

• For  fiscal  1994,  in  order  to  streamline  its 
business  and  to  better  leverage  its 
networking  capabilities,  Novell  restructured 
its  business  operations  to  form  four  main 
operating  groups. 


• During  the  restructuring  process,  Novell 
realigned  the  charters  of  existing  groups 
and  formed  a new  product  group — 
Information  Access  and  Management 
Group — ^to  bring  together  communications, 
connectivity  and  management  software 
products. 

• In  October  1994,  Novell  announced  the 
pending  acquisition  of  Microsoft  Money  from 
Microsoft  Corporation.  After  completion  of 
the  acquisition.  Money  will  be  a part  of  the 
WordPerfect  Main  Street  consumer  software 
product  line  within  the  Novell  Apphcations 
Group. 

• In  June  1994,  Novell  completed  its  merger 
with  WordPerfect.  The  acquisition  has 
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provided  Novell  with  a full  range  of 
applications  to  support  an  enterprise 
network.  WordPerfect  products  are  now 
contained  within  the  Novell  Apphcations 
Group. 

• In  June  1994,  Novell  also  acquired  Borland's 
Quattro  Pro  spreadsheet  product  line  with 
hopes  of  combining  WordPerfect's 
workgroup  products,  including  messaging, 
workflow  and  document  management  with 
Quattro  Pro,  in  order  to  have  a collection  of 
network-ready  collaborative  software 
applications. 

• In  May  1994,  Novell  and  AT&T  announced 
an  alliance  to  create  an  open 
communications  environment.  The  new 
offering  is  called  AT&T  NetWare  Connect 
Services®. 

Company  Description 

Novell,  Inc.,  founded  in  1983,  is  an 
information  systems  software  company  that 
develops,  markets  and  services  speciahzed 
and  general  purpose  operating  system 
products  and  networking  and  apphcation 
software.  Novell's  products  provide  matched 
software  components  for  distributing 
information  resources  within  local,  wide-area 
and  internetworked  information  systems. 

Structure  and  Operations 

During  fiscal  1993,  Novell  operated  through 
three  business  units — ^the  NetWare  Systems 
Group  (NSG),  UNIX  Systems  Group  (USG) 
and  AppWare  Systems  Group  (ASG). 

For  fiscal  1994,  the  company  restructured  its 
business  operations  to  form  four  operational 
groups  as  follows  : 

• NetWare  Systems  Group  (NSG) — 
Headquartered  in  Provo  (UT),  NSG  provides 
operating  systems  software  and  network 


services  products  for  NetWare  networks. 
NSG  contributed  $919.1  mdlion  (46%)  to 
Novell's  total  fiscal  1994  revenue.  NSG  is 
made  up  of  three  divisions: 

- NetWare  Products  Division — ^This  division 
is  responsible  for  developing  and 
marketing  NetWare® — ^Novell’s  core 
network  operating  system.  It  provides 
support  for  DOS,  MS  Windows,  OS/2, 
Macintosh  and  UNIX  workstations. 

- Extended  Networks  Division — ^This 
division’s  primary  product  is  Novell 
Embedded  Systems  Technology  (NEST). 

It  provides  software  for  manufacturers  of 
office  equipment,  industrial  controls  and 
consumer  devices  to  create  NetWare-ready 
products. 

- AppWare  Division — ^This  division  offers 
AppWare™  software  development  tools 
that  fink  applications  with  NetWare 
network  services  and  UnixWare 
apphcation  servers. 

• UNIX  Systems  Group  (USG) — ^With 
headquarters  in  Summit  (NJ),  this  group 
provides  a range  of  UNIX  operating  systems 
and  UNIX  connectivity  products.  USG 
contributed  approximately  $179.8  million 
(9%)  to  Novell's  total  fiscal  1994  revenue. 
USG  is  made  up  of  two  divisions: 

- UnixWare  Division — ^This  division’s  key 
products  include  UnixWare  and  UNIX 
source  products. 

- TUXEDO  Division — ^This  division  offers 
transaction  processing  software  for 
client/server  networks  and  legacy  systems. 

• Novell  Apphcations  Group  (NAG) — ^With 
headquarters  in  Orem  (UT),  this  group  is 
responsible  for  the  development  of  personal 
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and  group  productivity  products  and 
consumer  applications.  NAG  contributed 
approximately  $599.4  million  (30%)  to 
Novell’s  total  fiscal  1994  revenue.  NAG 
consists  of  three  divisions: 

- Business  Applications  Division — This 
division  is  responsible  for  the  PerfectOffice 
and  MS  Windows  apphcations  such  as 
WordPerfect,  Quattro  Pro  and 
Presentations. 

- Group  Ware  Division — This  division 
provides  apphcations  that  include 
GroupWise  electronic  mail;  calendaring 
and  scheduhng;  SoftSolutions  document 
management;  Informs  forms  processing; 
database  access  software  and  NetWare 
MHS  messaging  software. 

- Consumer  Products  Division — ^This 
division  handles  consumer  education, 
entertainment  and  productivity  software. 
Its  primary  product  is  the  Main  Street 
product  fine. 

• Information  Access  and  Management  Group 
(lAMG) — ^Headquartered  in  San  Jose  (CA), 
this  group  is  responsible  for  Noveh’s  LAN 
Workplace  TCP/IP  software  product  fine. 
lAMG  contributed  approximately  $219.8 
milhon  (11%)  to  Novell’s  total  fiscal  1994 
revenue.  It  is  made  up  of  five  main 
divisions: 

- Telephony  Services  Division — ^Products  in 
this  division  integrate  telephony  systems 
with  NoveU  data  networks. 

- Management  Products  Division — ^Products 
in  this  division  provide  end-to-end 
management  of  the  enterprise  including 
heterogeneous  network  and  system 
devices,  dynamic  and  distributed 


resources,  heterogeneous  network  and 
system  devices  and  remote  sites. 

- Network  Infrastructure  Division — ^This 
division  is  in  partnership  with  AT&T  and 
other  telecommunications  providers  and  is 
responsible  for  NetWare  Connect  Services. 

- Advanced  Access  Apphcations 
Division — ^This  division  is  responsible  for 
the  Mobile  NetWare  Ghent  initiative  for 
synchronizing  data  used  by  mobile  users 
with  network  data. 

- Business  Internet  Services  Division — 
Products  in  this  division  provide 
communication  between  NetWare  user 
networks  and  legacy  computer  systems  of 
any  network  software  vendor. 

Worldwide  operations  of  the  corporation  are 
directed  from  Noveh's  corporate  headquarters 
in  Orem  (UT)  and  facihties  in  San  Jose  (CA). 
Domestic  offices  are  in  Arizona,  Cahfornia, 
Colorado,  Connecticut,  Florida,  Georgia, 
Ilhnois,  Massachusetts,  Michigan,  Minnesota, 
Missouri,  New  Jersey,  New  York,  North 
Carohna,  Ohio,  Oregon,  Pennsylvania, 
Tennessee,  Texas,  Utah,  Virginia  and 
Washington. 

International  offices  are  in  Argentina, 
Austraha,  Austria,  Belgium,  Brazil,  Canada, 
Chile,  People’s  Repubhc  of  China, 
Commonwealth  of  Independent  States,  Czech 
Repubhc,  Denmark,  Finland,  France, 
Germany,  Hong  Kong,  India,  Italy,  Japan, 
Korea,  Mexico,  the  Netherlands,  New 
Zealand,  Norway,  Poland,  Portugal, 
Singapore,  South  Africa,  Spain,  Sweden, 
Switzerland,  Taiwan,  United  Arab  Emirates 
and  the  U.K. 


Novell,  Inc. 
March  1995 


©INPUT  1995.  Reproduction  prohibited. 


Page  3 of  14 


INPUT  Vendor  Profile 


Novell  has  subsidiary  companies  in 
Argentina,  Australia,  Belgium,  Brazil, 

Canada,  France,  Germany,  Hong  Kong,  India, 
Italy,  Japan,  Korea,  Mexico,  Poland, 

Singapore,  Spain,  Sweden,  Switzerland, 
Taiwan  and  the  United  Kingdom. 

Company  Strategy 

Novell's  overall  strategy  is  to  accelerate  the 
growth  of  network  computing  by  acquiring 
technology  companies,  investing  in  other 
technology  companies  and  forming  strategic 
partnerships  with  still  other  technology 
companies.  Novell  has  undertaken  all  of 
these  transactions  in  order  to  broaden  its 
business  as  a systems  software  supplier. 

Novell  is  an  industry  innovator  and  has 
played  a major  role  in  promoting  the  growth 
of  network  computing.  The  company  has 
made  a successful  transition  from  the 
equipment  market  to  the  software  market. 
Today,  Novell  has  a large  customer  base  of 
more  than  40  million  users  on  NetWare,  and 
over  30  million  using  UNIX  systems  solutions 
worldwide. 

Novell  has  broadened  its  product  offerings 
and  strengthened  its  position  as  a leading 
suppher  of  network  software.  Recently,  the 
company  has  expanded  into  the  apphcations 
software  market  and  introduced  new  network 
apphcations.  With  the  acquisition  of 
WordPerfect,  Novell  may  be  looking  to  add 
new  apphcations  software  tools  to  reinforce 
the  UnixWare  product.  The  company  is 
customer-driven  and  makes  product 
development  decisions  in  response  to  changing 
customer  needs. 

The  company  is  expanding  its  education, 
training  and  support  programs  to  provide 
consistent  levels  of  support  to  its  customers. 


In  1993,  Novell  announced  its  Enterprise 
Developers  Program,  a worldwide  consulting 
program  to  provide  customers  with  ongoing 
consulting,  project  management  and 
education  services. 

Other  programs  include  a worldwide  service 
and  support  organization  called  the  Technical 
Support  AUiance  (TSA),  the  Certified 
NetWare  Engineer  (CNE)  program.  National 
Authorized  Education  Centers  (NAECs), 
Independent  Manufacturer  Support  Program 
(ISMP)  and  the  Chent/Server  NetWare 
Loadable  Module  (NLM)  Testing  Program. 

Novell's  NetWare  operating  system  provides  a 
platform  for  the  integration  of  multiple 
technologies.  The  goal  of  Novell's  strategy  of 
integrating  various  desktop  systems  is  to 
allow  IBM  and  IBM-compatible,  Apple 
Macintosh  and  UNIX-based  PCs  and 
workstations  to  share  a common  set  of 
network  resources.  In  addition,  host 
environments  from  IBM,  DEC,  HP,  Ohvetti 
and  others  are  integrated  into  the  NetWare 
network  so  that  users  can  access  host-based 
resources  and  information  from  their  desktops 
across  the  network. 

Financials 

Total  fiscal  1994  revenue  reached  nearly  $2 
bilhon,  a 9%  increase  over  fiscal  1993  revenue 
of  $1,830.4  milHon.  Net  income  was  $206.7 
miUion  in  fiscal  1994,  compared  to  net  income 
of  $40.7  mihion  in  fiscal  1993.  A five-year 
financial  summary  appears  on  the  following 
page. 

The  revenue  growth  in  fiscal  1994  as  well  as 
fiscal  1993  is  mainly  a result  of  volume 
increases  in  the  company's  NetWare  4 and 
NetWare  3 products.  However,  NetWare  2 
has  experienced  a dechne  in  sales  each  year. 
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Novell,  Inc. 

Five-Year  Financial  Summary 

($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$1,998.1 

$1,830.4 

$1,512.5 

$1,262.1 

$1,003.4 

• 

Percent  change  from 
previous  year 

9% 

21% 

20% 

26% 

36% 

Income  before  taxes 

$297.4 

$138.2 

$461.8 

$461.2 

$351.8 

• 

Percent  change  from 
previous  year 

115% 

(70%) 

— 

31% 

N/A 

Net  income 

$206.7 

$40.7 

$322.0 

$363.3 

$293.0 

• 

Percent  change  from 
previous  year 

408% 

87% 

11% 

24% 

95% 

Earnings  per  share 

$0.56 

$0.11 

$0.90 

$1.05 

$0.90 

• 

Percent  change  from 
previous  year 

409% 

88% 

14% 

17% 

91% 

Research  and  development  expenditures  were 
approximately  $347  million  (17%  of  revenue) 
in  fiscal  1994,  compared  to  $290  million  (16% 
of  revenue)  in  fiscal  1993,  and  $227  miUion 
(15%  of  revenue)  in  fiscal  1992. 

Interim  Results 

Novell  reported  net  revenue  of  $493.2  mfilion 
for  its  first  fiscal  quarter  ended  January  28, 
1995,  up  1%  from  net  revenue  of  $488.3 
million  for  the  same  fiscal  quarter  in  1994. 
Net  income  for  the  period  was  $81.5  miUion, 
down  14%  from  $94.5  milhon  posted  for  the 
same  period  in  fiscal  1994. 

On  a geographic  basis,  Novell's  net  revenue 
from  the  U.S.  accounted  for  55%  in  the  first 
quarter  of  1995,  while  international  sources 


contributed  the  remaining  45%,  with  Europe, 
Middle  East  and  Africa  contributing  28%, 
Asia/Pacific  12%  and  the  Americas  5%  of  the 
total  revenue  for  the  period. 

Market  Financials 

Novell's  products  cater  to  all  industries,  from 
small  businesses  to  government,  higher 
education  and  large  commercial  organizations. 

Revenue  Analysis  by  Product  Line 

In  fiscal  1994,  fiscal  1993  and  fiscal  1992, 
approximately  96%  of  the  revenue  was 
derived  from  software  products  and  4%  from 
education  and  support  services. 

A three-year  summary  of  source  of  revenue 
appears  on  the  following  page. 
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Novell,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

10/94 

10/93 

10/92 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

• NSG  products 

$912.9 

46% 

$825.6 

45% 

$762.5 

50% 

• USG  products 

177.0 

9% 

49.3 

3% 

— 

~ 

• lAMG  products 

215.9 

11% 

168.6 

9% 

113.8 

8% 

• NAG  products 

590.7 

30% 

707.5 

39% 

579.1 

38% 

• Education  and  support  services 

101.6 

4% 

79.4 

4% 

57.1 

4% 

Total 

$1,998.1 

100% 

$1,830.4 

100% 

$1,512.5 

100% 

An  analysis  of  revenue  by  operating  group 

shows  that: 

• In  fiscal  1994,  NSG  accounted  for  about  46% 
of  the  total  revenue. 

- The  major  contributing  factors  to  the 
increase  in  NSG  revenue  were  the 
NetWare  3 and  NetWare  4 product 
famihes. 

- NetWare  2 continued  to  decrease  each 
year. 

• USG  contributed  approximately  9%  to 
Novell's  total  fiscal  1994  revenue. 

- The  change  in  contribution  over  the  years 
is  explained  by  the  acquisition  of  USL  in 
1993. 

- Fiscal  1993  revenue  reflects  only  four  and 
one-half  months  of  USL  revenues  following 
the  merger. 

• lAMG  contributed  approximately  11%  to 
Novell’s  total  fiscal  1994  revenue. 


- The  increase  in  fiscal  1994  was  due  to  the 
rise  in  sales  of  Novell’s  connectivity 
products. 

- The  increase  in  fiscal  1993  was  due  to  the 
growth  in  sales  of  the  company’s 
communications  products. 

• NAG  contributed  approximately  30%  to 

Novell’s  total  fiscal  1994  revenue. 

- The  decrease  in  revenue  in  fiscal  1994  was 
due  to  a dechne  in  sales  for  WordPerfect 
for  DOS. 

- The  increase  in  fiscal  1993  from  fiscal 
1992  was  a result  of  increase  in  sales  of 
WordPerfect  for  Windows. 

Geographic  Markets 

Approximately  57%  of  Novell's  fiscal  1994 
revenue  was  derived  from  the  U.S.  and  the 
remaining  43%  from  other  international 
sources. 
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In  fiscal  1994,  1993  and  1992,  respectively,  A three-year  geographic  source  of  revenue 

58%,  60%  and  69%  of  international  sales  were  summary  follows, 
to  European  countries. 


Novell,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

10/94 

10/93 

10/92 

Item 

Revenue 

$ 

Percent 
of  Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$1,138.9 

57% 

$1,043.3 

57% 

$816.8 

54% 

International 

859.2 

43% 

787.1 

43% 

695.7 

46% 

Total 

$1,998.1 

100% 

$1,830.4 

100% 

$1,512.5 

100% 

Acquisitions 

Acquisitions  made  by  Novell  during  the  past 
two  years  include  the  following: 

In  October  1994,  Novell  announced  the 
pending  acquisition  of  Microsoft  Money  from 
Microsoft  Corporation.  Money  is  intended  to 
expand  Novell’s  presence  in  the  personal 
finance  software  market.  When  the 
acquisition  has  been  completed.  Money  will  be 
included  as  part  of  the  WordPerfect  Main 
Street  consumer  software  product  line,  within 
the  Novell  Apphcations  Group. 

In  June  1994,  Novell  completed  its  merger 
with  WordPerfect  Corporation  of  Orem  (UT). 
Novell  offered  WordPerfect  51  million  shares 
of  NoveU  stock  valued  at  approximately  $1.4 
billion. 

• The  transaction  was  accounted  for  as  a 
poohng  of  interests. 

• WordPerfect  has  an  installed  worldwide 
user  base  of  more  than  15.5  million. 


• WordPerfect  has  formed  the  core  of  a new 
application  products  group  within  NoveU. 

In  1994,  NoveU  began  shipping  an  integrated 
office  suite  including  Quattro  Pro.  The 
company  acquired  Borland's  Quattro  Pro 
spreadsheet  product  in  1994.  It  offered 
Borland  $110  miUion  cash  and  assumed 
UabUities  of  $10  mUUon. 

In  1994,  NoveU  acquired  a 3 year  Ucense  to 
reproduce  and  distribute  up  to  1 miUion  copies 
of  current  and  future  versions  of  Borland’s 
Paradox  relational  database. 

• The  transaction  cost  NoveU  $35  mUfion  in 
cash. 

• The  acquisition  was  accounted  for  as  a 
purchase. 

In  July  1993,  NoveU  acquired  Fluent,  Inc.  of 
Natick  (MA)  for  approximately  $18.5  miUion. 
The  acquisition  was  accounted  for  as  a 
purchase. 
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• Fluent  had  approximately  50  employees  at 
the  time  of  the  acquisition. 

• Fluent  develops  multimedia  software  for 
computer  networks. 

• Fluent  now  operates  as  Novell  Multimedia 
within  the  NetWare  Systems  Group. 

In  June  1993,  Novell  acquired  Software 
Transformation,  Inc.  (STI)  of  Cupertino  (CA) 
for  approximately  800,000  shares  of  Novell 
common  stock.  The  fair  market  value  at  the 
date  of  acquisition  was  approximately  $21.8 
milhon.  The  acquisition  was  accounted  for  as 
a pooHng  of  interests. 

• STI  had  approximately  40  employees  at  the 
time  of  the  acquisition. 

• STI  markets  software  development  tools. 

The  company  has  been  folded  within  the 
AppWare  Systems  Group. 

In  June  1993,  Novell  acquired  Serius 
Corporation  of  Salt  Lake  City  (UT)  for 
approximately  $17.2  million.  The  transaction 
was  accounted  for  as  a purchase. 

• Serius  had  approximately  40  employees  at 
the  time  of  the  acquisition. 

• Serius  develops  object-based  apphcation 
tools.  The  company  has  been  folded  within 
the  AppWare  Systems  Group. 

In  June  1993,  Novell  acquired  the  remaining 
portion  of  UNIX  Systems  Laboratories  (USL) 
of  Summit  (NJ)  from  AT&T,  for  $321.8  milhon 
in  Novell  common  stock. 

• USL  had  approximately  500  employees  and 
1993  revenue  of  $80  milhon. 

• NoveU  originally  invested  $15.0  milhon  in 
USL  in  1991. 


• USL  developed  and  hcensed  the  UNIX 
operating  system  and  other  standards-based 
software  to  customers  worldwide. 

In  June  1993,  Novell  acquired  Univel  of  San 

Jose  (CA)  by  issuing  stock.  Market  value  of 

the  transaction  was  not  disclosed. 

• Univel  was  originally  formed  in  December 
1991  as  a joint  venture  between  Noveh  and 
USL  to  accelerate  the  expanded  use  of  the 
UNIX  operating  system  in  the  PC  and 
network  computing  marketplace. 

• Univel  developed  UnixWare,  a UNIX 
systems  software  for  networked  computing 
environments. 

• Univel  has  been  folded  within  the  UNIX 
Systems  Group. 

Employees 

As  of  December  31,  1994,  NoveU  had 

approximately  7,914  employees,  segmented  as 


foUows: 

Marketing  and  sales 2,097 

Development  and  marketing 2,723 

General  and  administration 937 

Service,  support  and  education  ...1,866 

Operations 291 

7,914 


Of  the  7,914  employees,  375  are  located  in  the 
U.S.  field  offices  and  1,586  in  international 
offices.  The  remaining  5,953  work  out  of 
NoveU’s  facilities  in  Utah,  Cahfornia  and  New 
Jersey. 

NoveU  currently  has  approximately  7,900 
employees. 

Key  Products  and  Services 

NoveU's  architecture  for  distributing  network 
services  aUows  products  and  apphcations  from 
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several  different  vendors  to  be  integrated  into 
a powerful  network  computing  system. 

Novell's  products  fall  within  four  operating 
groups  : 

NetWare  Systems  Group  (NSG)  develops 
NetWare  operating  systems  that  maintain  an 
open  architecture.  The  NetWare  family 
includes  the  following  products: 

• NetWare  4 — ^In  March  1993,  Novell 
introduced  the  NetWare  4 operating  system 
that  demonstrates  the  abihty  of  how  one 
server  can  support  1,000  cHents  or  one  chent 
can  access  1,000  servers. 

• NetWare  3 — ^NetWare  3 is  a 32-bit  network 
operating  system  that  supports  DOS,  MS 
Windows,  OS/2,  UNIX,  Macintosh  and  the 
IBM  SAA  environment. 

• NetWare  for  Macintosh — ^NetWare  for 
Macintosh  allows  Macintosh,  DOS  and  OS/2 
workstations  to  share  data  and  resources  in 
a network  environment.  It  comes  in  two 
versions — ^NetWare  for  Macintosh  4.01  and 
NetWare  for  Macintosh  3.12. 

• Personal  NetWare — ^Personal  NetWare 
allows  users  to  connect  as  many  as  50  PCs 
running  on  DOS  or  MS  Windows,  and  share 
hard  disks,  printers,  CD-ROM  drives  and 
other  resources. 

• Novell  DOS — ^Novell  DOS  7 is  the  latest 
desktop  operating  system  that  fully 
integrates  advanced  DOS  technology  with 
networking. 

• AppWare — ^The  key  products  in  this  group 
include — AppWare  Bus  and  AppWare 
Loadable  Module,  which  provide  a model  for 
software  components  from  separate  vendors 
to  work  together  in  custom  applications; 


Visual  AppBuilder  accesses  the  AppWare 
Bus  and  ALMs  to  provide  the  component 
engine  and  component  set  for  developers  to 
assemble  into  custom  apphcations;  and 
ALM  SDK,  a tool  for  C and  C-h-i- 
programmers  to  use  to  create  new  ALMs. 

• NetWare  Embedded  Systems  Technology 
(NEST) — ^The  first  product  of  NSC’s  new 
Extended  Networks  Division,  NEST  allows 
office  devices  (e.g.  printers,  copiers,  faxes, 
cellular  telephones,  pagers)  and  non-office 
devices  (e.g.  set-top  cable  television  boxes 
and  utihty  meters)  to  be  networked  using 
NetWare  networks. 

UNIX  Systems  Group  (USC)  provides  a suite 
of  UNIX  operating  system  and  UNIX 
connectivity  products. 

Products  in  this  group  include: 

• Operating  system  products — ^The  current 
product  offerings  include: 

- UnixWare  2 Apphcation  Server — A UNIX 
operating  system  for  hne-of-business 
apphcations  on  departmental  and 
enterprise  apphcation  servers. 

- UnixWare  2 Personal  Edition — A UNIX 
workstation  operating  system  that  offers 
an  open  environment  for  developing  and 
administering  hne-of-business 
apphcations. 

Optional  UnixWare  products  include — 
UnixWare  2 Server  Merge  for  running 
DOS  and  MS  Windows  apphcations  on 
UnixWare;  UnixWare  2 Online  Data 
Manager,  an  industry-standard  file 
system;  UnixWare  2 Software 
Development  Kit  (SDK)  and  the  UnixWare 
2 Encryption  Utilities. 
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• UNIX  Connectivity  Products — ^Key  products 
include: 

- NetWare  NFS  Gateway  version  2.1 — 
Provides  UNIX  workstations  with 
transparent  access  to  the  NetWare  3 and 
NetWare  4 file  systems 

- NetWare  FLeX/IP — Provides  all  services 
delivered  in  the  NetAVare  NFS  product 
except  the  transparent  access  to  the  NFS 
distributed  file  system 

- NetWare  Gateway — ^Enables  DOS  and  MS 
Windows  users  on  NetWare  to 
transparently  access  files  on  NFS  servers 

- NetWare/IP — ^Integrates  NetWare  services 
into  TCP/IP  environments 

• TUXEDO — ^This  is  Novell’s  transaction 
processing  environment  for  implementing 
mission-critical  business  applications  in 
distributed,  client/server  environments. 

- The  TUXEDO  System  5 allows  users  to 
deploy  large  distributed  systems  and 
expand  or  change  their  systems  through  a 
feature  called  /Domains 

- /Domains  allows  users  to  manage 
TUXEDO  servers  in  administratively 
autonomous  groups  called  domains  and  set 
parameters  for  the  interactions  between 
domains 

Novell  Application  Group  (NAG)  provides 
personal  and  group  productivity  products  that 
include: 

• PerfectOffice — A network  application  suite 
that  integrates  applications  already  in  use 
with  network  services.  PerfectOffice  is 
offered  in  two  versions — Standard  and 
Professional.  Applications  within  the 
Standard  suite  include- 


- WordPerfect® — A word  processor 
apphcation 

- Quattro®  Pro — A spreadsheet  application 

- Presentations''^'^ — A presentation  graphics 
apphcation 

- Envoy'*''''' — An  electronic  document  viewer 

- InfoCentraF''' — A personal  information 
manager 

- GroupWise'"''' — A workgroup  apphcation 
with  E-mail,  calendaring  and  scheduhng 

The  PerfectOffice  Professional  version 
includes  ah  of  the  apphcations  within  the 
Standard  version  as  weh  as  the  foUowing 
two  products: 

- Paradox — A relational  database 

- AppWare — A visual  custom  development 
tool 

- Pubhshing  Initiatives — ^HTTP  in 
WordPerfect 

• GroupWare — Apphcations  included  in  this 
family  are  GroupWise  (formerly 
WordPerfect  Office),  InForms’*"''',  and 
SoftSolutions'*''^.  These  products  provide 
users  E-mail,  calendaring,  scheduhng, 
intelhgent  forms,  workflow  and  document 
management.  NoveU’s  NetWare  MHS,  a 
"store-and-forward"  message  handhng 
service,  and  Global  MHS,  joined  GroupWise. 

• Main  Street® — ^Introduced  in  mid- 1994, 
Main  Street  is  an  expanding  suite  of 
consumer  apphcations  targeted  to  three 
segments — ^family  entertainment,  home 
education  and  personal  productivity. 
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- Family  entertainment  applications 
include — ^Wallobee  Jack  (interactive 
cartoon  adventures);  Paper  Planes 
(multimedia  program  that  teaches  how  to 
huild  paper  planes);  and  Kap’n  Karaoke 
(using  computers  to  sing  favorite  tunes) 

- Home  education  applications 
include — ^Read  with  Me  (interactive 
software  programs  for  preschoolers  and 
first  graders);  Write  with  Me  (teaches  kids 
of  ages  4 to  10  how  to  write);  Mental  Math 
(helps  kids  ages  6 to  14  to  improve  their 
math  skills);  and  Memphis  Math: 

Treasure  of  the  Tomhs  (helps  kids  ages  8 
to  14  master  fractions,  decimals  and 
percents) 

Information  Access  and  Management  Group 

supphes  TCP/IP  software  through  Novell’s 

LAN  Workplace  product  fine  and  includes  the 

following  products: 

• LAN  Workplace — A connectivity  package 
that  provides  users  with  concurrent  access 
to  TCP/IP,  Internet  and  NetWare  resources. 
Available  for  DOS,  MS  Windows  and  Mac 
users 

• Mobile  NetWare  Chent  Initiative — 
Synchronizes  data  used  by  mobile  users 
with  network  data  when  the  users  reconnect 
to  a network 

• Corsair/Browser  Initiatives 

• ManageWise — An  integrated  set  of 
management  services  that  monitors  and 
controls  the  network  from  end  to  end, 
including  user  desktops,  servers  and 
network  infrastructure 

• Internetworking  products — ^Novell's 
internetworking  products  tie  local  NetWare 
networks  into  wide  area  networks,  assisting 


customers  as  they  expand  their  computing 
resources.  Novell’s  current  internetworking 
products  include  NetWare  Connect  version 
1.0  and  the  NetWare  Multi-Protocol  Router- 
basic  version  3.0 

• NetWare  Connect — Enables  remote  users  of 
MS  Windows,  DOS  and  Macintosh  to  dial  in 
and  access  all  resources  available  on  a 
NetWare  network.  It  also  allows  network 
users  to  dial  out  remotely  from  the  network 

• NetWare  for  SAA — Software  for  connecting 
desktop  computers  with  IBM  system  370 
and  AS/400  host  computers 

• NetWare  for  LAT — Software  for  DEC 
connectivity 

Support  and  Education  Programs 

Novell  offers  support  and  education  programs 
along  with  training  courses  for  each  segment 
of  the  network  computing  industry.  Users  can 
also  choose  to  provide  their  own  support  using 
information  products  hke  NetWare,  the 
NetWare  Support  Encyclopedia  (NSE)  and 
NetWare  Apphcation  Notes. 

Programs  offered  by  Novell  include: 

• Technical  Support  Alhance  (TSA) — An  inter- 
company system  for  quickly  resolving 
problems  through  a network  of  service. 

More  than  52  leading  computing  product 
vendors  have  joined  the  program  since  it 
was  launched  in  the  spring  of  1991. 

• Certified  Novell  Engineer  (CNE) — ^This 
program  offers  training,  information  and 
advanced  technical  telephone  support  to 
individuals,  after  which  they  earn  a CNE 
title.  To  date,  more  than  50,000  people  have 
earned  Certified  NetWare  Engineer  (CNE) 
status  through  training  available  through 
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Novell  Authorized  Education  centers, 
worldwide. 

• Novell  Authorized  Education  centers 
(NAEC) — ^These  centers  offer  education  to 
endusers  through  over  1,300  independent 
NAECs  worldwide.  In  addition,  the 
company  also  offers  self-paced  training 
products. 

• Novell  Lahs — ^Novell  works  with  third-party 
manufacturers,  through  its  Independent 
Manufacturer  Support  Program  (IMSP),  to 
test  and  certify  hardware  and  software 
components  for  interoperabihty  with 
NetWare  and  UnixWare. 

• Chent/Server  NetWare  Loadable  Module 
(NLM)  Testing  Program — ^This  program  is 
designed  to  allow  developers  to  submit 
chent/server  NLM  apphcations  for  testing. 

• Enterprise  Developers  Program — A 
worldwide  consulting  program  to  provide 
customers  with  ongoing  consulting,  project 
management  and  education  services. 

Marketing  and  Sales 

Novell  markets  its  products  through  its  offices 
in  San  Jose  and  Sunnyvale  (CA),  Summit 
(NJ),  Provo  and  Orem  (UT)  and  from  its  40 
U.S.  domestic  and  56  foreign  field  offices.  The 
company  sells  its  products  primarily  through 
distributors  and  national  retail  chains,  who  in 
turn  seU  the  company's  products  to  retail 
dealers.  As  of  December  31,  1994,  there  were 
approximately  10  domestic  distributors  and 
approximately  80  foreign  distributors. 

The  company  also  sells  its  products  through 
OEMs,  system  integrators  and  value-added 
resellers  (VARs),  as  well  as  direct  to  large 
corporations.  Novell  has  about  1,000 


Platinum  Resellers,  3,000  Gold  Resellers  and 
18,  000  Authorized  Resellers,  worldwide. 

Novell's  marketing  activities  include 
distribution  of  sales  Hterature  and  press 
releases,  advertising,  periodic  product 
announcements,  support  of  NetWare  user 
groups,  pubhcation  of  technical  and  other 
articles,  industry  seminars,  conferences  and 
trade  shows.  The  company’s  Professional 
Developer’s  Program  supports  independent 
software  vendors  (ISVs)  and  independent 
hardware  vendors  (IHVs)  in  developing 
products  on  Novell  networks. 

Alliances 

Alliances 

In  May  1994,  Novell  and  AT&T  announced  an 
alliance  to  create  an  open  communications 
environment  for  businesses.  The  offering, 
called  AT&T  NetWare  Connect  Services  will 
use  AT&T’s  and  Novell’s  internetworking 
technologies  to  form  a global  network  of 
business  networks. 

Partnerships 

In  the  fall  of  1993,  Novell  and  Compaq  signed 
an  Enterprise  Computing  Partnership  for 
joint  marketing  and  sales  programs,  design  of 
integrated  hardware  and  software  platforms 
and  joint  work  on  industry-wide  network 
testing  standards. 

Novell  recently  signed  an  agreement  with 
National  Semiconductor  to  jointly  develop 
tightly  integrated  networking  hardware  and 
software  products  based  on  current  and 
emerging  technologies. 

Novell  signed  a marketing  agreement  with 
DaVinci  Systems  Corporation,  that  authorizes 
DaVinci  to  offer  its  electronic  mail  solution  in 
Novell-style  packaging  and  will  be  distributed 
by  Novell's  distribution  channel. 
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Novell  entered  into  an  agreement  with 
Hewlett  Packard  (HP),  where  HP  endorsed 
Novell's  UnixWare  operating  system  enabhng 
computers  based  on  the  Intel  architecture  to 
be  chents  to  HP  servers. 

In  June  1993,  Novell  and  Oracle  Corporation 
announced  a strategic  agreement  that 
combined  their  technology,  distribution  and 
service  offerings  to  dehver  a hne  of  scaleable 
enterprise  network  computing  solutions.  At 
the  heart  of  this  agreement  was  a new 
product  family  called  the  OracleWare  System, 
a combination  of  the  companies'  industry 
leading  products  and  new  multi-server 
messaging  technology. 

Early  in  1993,  Novell  formed  a partnership 
agreement  with  AT&T.  This  partnership  was 
designed  to  develop  and  market 
telecommunications  products,  particularly 
those  in  telephony  and  networked  computing. 
The  companies  wUl  develop  products  using 
their  innovative  technologies,  being  called 
Telephony  Services,  that  will  integrate 
services  such  as  electronic  mail,  facsimile  and 
voice  mail. 

In  1993,  NetWorth,  Inc.  and  Novell  formed  an 
alliance  to  jointly  develop  technology  that  will 
enable  Novell's  NetWare  Management  System 
to  manage  current  and  future  NetWorth 
smart  hub  products.  NetWorth,  which  is 
majority  owned  by  Ungermann-Bass  Inc., 
speciahzes  in  NetWare  optimization. 

Investments 

Novell  has  invested  in  the  following 
businesses/products  : 

In  March  1994,  Novell  invested  in  Geoworks, 
Inc.  of  Alameda  (CA)  in  order  to  provide 
operating  system  technology  for  new  classes  of 
small  computing  devices  that  Novell  will 
support  on  networks. 


In  January  1993,  Novell  purchased  a minority 
share  (20%)  from  Hyper  Desk,  Westborough 
(MA)  to  obtain  access  to  its  distributed  object 
management  system. 

In  November  1992,  Novell  invested  in  Reach 
Software  Corporation,  of  Sunnyvale  (CA),  a 
developer  of  workflow  automation  software. 

Competition 

Novell  competes  in  the  highly  competitive 
market  for  network  operating  systems, 
desktop  operating  systems  and  related 
systems  software. 

Novell's  network  operating  systems  software 
competitors  include  Banyan  Systems,  Inc. 
(VINES),  Microsoft  Corporation  (LAN 
Manager)  and  Artisoft  Corporation 
(LANtastic). 

Operating  systems  software  competitors 
include  Microsoft,  SunSoft,  Apple  and  IBM. 
Novell’s  major  competitor  in  the  applications 
software  market  is  Microsoft. 

INPUT  Assessment 

Novell's  major  strengths  can  be  summarized 
as  follows  : 

• Strategic  partnerships  with  many  leading 
information  technology  companies 

• Strong  market  position 

• Strong  technical  innovation 

• Broad  range  of  networking  products 
including  network  appHcations 

• Large  installed  chent  base 

Novell  wiU  continue  to  dominate  the  LAN 
operating  systems  market.  Novell  is  an 
industry  innovator  and  has  played  a major 
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role  in  accelerating  the  growth  of  network 
computing.  Novell  is  continuously  learning 
from  customers  and  is  trying  to  satisfy  their 
needs  through  innovation. 

Novell’s  vision  is  to  be  able  to  drive  the 
evolution  of  pervasive  computing  by 
connecting  people  with  other  people  and  the 
information  they  need,  enabhng  them  to  act 
on  it  at  anytime,  anyplace.  Novell  is  therefore 
working  towards  this  vision  by  teaming  up 
with  its  technology  partners  to  provide 
components  such  as  desktop  operating 
systems,  database  software,  physical 
infrastructure  components,  systems 
integration,  purpose-built  apphcations,  smart 
devices,  service,  support  and  education. 

Challenges  for  the  company  over  the  coming 
year  include: 

• Expansion  of  its  installed  base  for 
PerfectOffice  and  Group  Ware  product 
famihes 

• Market  penetration  of  Network  Directory 
Services™  (NDS'*''^,  a new  technology 
perfected  with  NetWare  which  forms  the 
backbone  for  pervasive  computing  and 
provides  a network-wide  directory  of  users, 
network  equipment,  systems,  data  and 
network  services 

• Service  and  support  for  enterprise 
computing 
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Novell,  Inc. 

President  & CEO  : Robert  J.  Frankenberg 
Corporate  Headquarters 
122  East  1700  South 
Provo,  UT  84606 

Phone:  (801)429-7000 

Fax:  (800)  429-5555 


Status;  Public 

Employees:  4.335  (12/93) 

Revenue:  $ 1,122,896,000 

Fiscal  Year  End:  1 0/30/93 

and  CEO,  who  will  be  taking  over  from 
former  President,  Ray  Noorda. 

Key  Points 

• Novell,  Inc.,  is  a systems  software  company 
that  develops  and  markets  network  services 
and  operating  systems  software  products  as 

• In  March  1994,  Novell  announced  its  intent 
to  acquire  WordPerfect  in  an  effort  to  have 
a full  range  of  applications  to  support  an 
enterprise  network.  WordPerfect's  1993 
revenues  were  $707  million. 

well  as  application  programming  tools. 

• Novell  achieved  high  quarterly  revenues  at 
$311  million  for  its  first  fiscal  quarter  ended 
January  29,  1994,  up  20  % from  net  revenue 
of  $260  million  for  the  same  fiscal  quarter  in 
1993.  • In  April  1994,  Novell  appointed 
Robert  J.  Frankenberg  as  its  new  president 

• In  March  1994,  Novell  also  announced  plans 
to  acquire  Borland's  Quattro  Pro 
spreadsheet  product  line.  Novell  hopes  to 
combine  WordPerfect's  workgroup  products, 
including  messaging,  workflow  and 
document  management  with  Quattro  Pro,  in 
order  to  have  a collection  of  network-ready 
collaborative  software  applications. 
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• Early  in  1993,  Novell  announced  a strategic 
partnership  agreement  with  AT&T.  This 
partnership  is  designed  to  develop  and 
market  telecommunications  products, 
particularly  those  in  telephony  and 
networked  computing.  The  companies  will 
develop  products  using  their  innovative 
technologies,  being  called  Telephony 
Services,  that  will  integrate  services  such  as 
electronic  mail,  facsimile  and  voice  mail. 

• In  an  attempt  to  provide  effective  customer 
support  around  the  globe,  Novell  has 
expanded  education,  training  and  service 
programs  accordingly.  To  date,  more  than 
35,000  people  have  earned  Certified 
NetWare  Engineer  (CNE)  status  through 
training  available  from  760  Novell 
Authorized  Education  centers  worldwide. 

Company  Description 

Novell,  Inc.,  founded  in  1983,  is  an 
information  systems  software  company  that 
develops,  markets  and  services  specialized  and 
general  purpose  operating  system  products 
and  application  programming  tools.  Novell's 
NetWare©,  UnixWare^’^  and  AppWare™ 
product  families  provide  matched  software 
components  for  distributing  information 
resources  within  local,  wide  area  and 
internetworked  information  systems. 

Novell's  products  cater  to  all  industries,  from 
small  businesses  to  government,  higher 
education  and  large  commercial 
organizations. 

Structure  and  Operations 

Novell  is  currently  organized  into  three 
business  units  as  follows  : 
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• The  NetWare  Systems  Group  (NSG) 
develops  network  operating  systems 
products  that  currently  support  DOS,  MS 
Windows,  OS/2,  Macintosh  and  UNIX 
workstations.  The  NetWare  product  family 
contributed  approximately  80%  to  Novell's 
total  fiscal  1993  revenue  and  grew  21%  over 
fiscal  1992. 

• The  UNIX  Systems  Group  (USG)  provides 
a range  of  UNIX  operating  systems  and 
UNIX  connectivity  products.  Products  in 
this  group  contributed  to  10%  of  the  total 
revenue  in  fiscal  1993. 

• The  AppWare  Systems  Group  (ASG) 
provides  tools  and  technologies  for  the 
development  of  network-aware  applications. 
The  ASG  product  line  focuses  on  four  key 
requirements:  1)  object-based  tools  and 
systems  for  network  application 
development,  2)  libraries  for  writing 
portable  source  code,  covering  dominant 
desktop  and  network  system  services, 

3)  transaction  processing  monitor 
technology  for  mission-critical  applications 
and  4)  operating  systems  and  network 
access  technologies  to  connect  into  local 
area  networks. 

Worldwide  operations  of  the  corporation  are 
directed  from  Novell's  corporate  headquarters 
in  Provo  (UT)  and  facilities  in  San  Jose  (CA). 
Domestic  offices  are  in  Arizona,  California, 
Colorado,  Connecticut,  Florida,  Georgia, 
Illinois,  Massachusetts,  Michigan,  Minnesota, 
Missouri,  New  Jersey,  New  York,  North 
Carolina,  Ohio,  Oregon,  Pennsylvania, 
Tennessee,  Texas,  Utah,  Virginia  and 
Washington.  International  offices  are  in 
Australia,  Belgium,  Brazil,  Canada,  France, 
Germany,  Hong  Kong,  India,  Italy,  Japan, 
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Korea,  Mexico,  Singapore,  South  Africa, 

Spain,  Sweden,  Switzerland,  Taiwan  and  the 

U.K. 

Novell  has  subsidiary  companies  in  Australia, 
Belgium,  Brazil,  Canada,  France,  Germany, 
Hong  Kong,  India,  Italy,  Japan,  Korea, 

Mexico,  Singapore,  Spain,  Sweden, 
Switzerland,  Taiwan  and  the  United  Kingdom. 

Company  Strategy 

Novell's  overall  strategy  is  to  accelerate  the 
growth  of  network  computing  by  acquiring 
technology  companies,  investing  in  other 
technology  companies  and  forming  strategic 
partnerships  with  still  other  technology 
companies.  Novell  has  undertaken  all  of 
these  transactions  in  order  to  broaden  its 
business  as  a systems  software  supplier. 

Novell  is  an  industry  innovator  and  has  played 
a major  role  in  promoting  the  growth  of 
network  computing.  The  company  has  made  a 
successful  transition  from  the  equipment 
market  to  the  software  market.  Novell  has  a 
large  customer  base  of  more  than  12  million 
users  on  NetWare  LANs  worldwide. 

In  1993,  Novell  announced  its  Enterprise 
Developers  Program,  a worldwide  consulting 
program  to  provide  customers  with  ongoing 
consulting,  project  management  and 
education  services.  The  company  is  expanding 
education,  training  and  support  programs  to 
provide  consistent  levels  of  support  to  its 
customers.  These  include  the  worldwide 
service  and  support  organization,  the 
Technical  Support  Alliance  (TSA),  the 
Certified  NetWare  Engineer  (CNE)  program. 
National  Authorized  Education  Centers 


(NAECs),  Independent  Manufacturer  Support 
Program  (ISMP)  and  the  Client/Server 
NetWare  Loadable  Module  (NLM)  Testing 
Program. 

Novell's  NetWare  operating  system  provides  a 
platform  for  the  integration  of  multiple 
technologies.  The  goal  of  Novell's  strategy  of 
integrating  various  desktop  systems  is  to  allow 
IBM  and  IBM-compatible,  Apple  Macintosh 
and  UNIX-based  PCs  and  workstations  to 
share  a common  set  of  network  resources.  In 
addition,  host  environments  from  IBM,  DEC, 
HP,  Olivetti  and  others  are  integrated  into  the 
NetWare  network  so  that  users  can  access 
host-based  resources  and  information  from 
their  desktops  across  the  network.  With  the 
acquisition  of  WordPerfect,  Novell  may  be 
looking  to  add  new  applications  software  tools 
to  reinforce  the  UnixWare  product.  The 
company  is  customer-driven  and  makes 
product  development  decisions  in  response  to 
changing  customer  needs. 

Financials 

Total  fiscal  1993  revenue  reached  $1123.8 
million,  a 20%  increase  over  fiscal  1992 
revenue  of  $933.7  million.  Net  losses  of  $35.1 
million  for  fiscal  1993  include  one-time  non- 
recurring charges  of  $320.5  million  associated 
with  the  acquisitions  of  UNIX  Systems 
Laboratories  Inc.  (USL),  Serius  Corporation 
and  Fluent,  Inc.  Proforma  net  income,  which 
excludes  these  one-time  charges,  rose  13%, 
from  $249  million  in  fiscal  1992  to  $282.3 
million  in  fiscal  1993. 

A five-year  financial  summary  appears  on  the 
next  page. 
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Novell,  Inc. 

Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

10/93 

10/92 

10/91 

10/90 

10/89 

Revenue 

$1122.8 

$933.7 

$640.0 

$497.5 

$421.8 

• Percent  increase  from  previous 

year 

20% 

46% 

29% 

18% 

22% 

Income  (loss)  before  taxes 
• Percent  increase  from  previous 

$104.0 

$377.3 

$248.0 

$145.1 

$77.0 

year 

- 

52% 

71% 

88% 

33% 

Net  income  (loss) 

• Percent  increase  from  previous 

$(35.1)(a) 

$249.0 

$162.4 

$94.3 

$48.5 

year 

- 

53% 

72% 

94% 

35% 

Proforma  net  income 
• Percent  increase  from  previous 

$282.3(b) 

$249.0 

$162.4 

$94.3 

$48.5 

year 

13% 

53% 

72% 

94% 

34% 

Earnings  (loss)  per  share 
• Percent  increase  from  previous 

$(0.11)(a) 

$0.81 

$0.55 

$0.34 

$0.18 

year 

- 

47% 

62% 

89% 

29% 

w 

Proforma  earnings  (loss)  per  share 
• Percent  increase  from  previous 

$0. 90(b) 

$0.81 

$0.55 

$0.34 

$0.18 

year 

11% 

47% 

62% 

89% 

29% 

(a)  Includes  one-time  acquisition  charge  of  $320.5  million. 

(b)  Excludes  one-time  charges. 


Fiscal  1993  revenues  include  approximately 
four  and  one-half  months  of  USL  revenues 
subsequent  to  the  merger  date.  These 
revenues  represented  3%  of  total  revenue  in 
fiscal  1993  and  contributed  4%  to  the 
company's  overall  revenue  growth  from  fiscal 
1992.  The  additional  revenue  growth  in  fiscal 
1993  compared  to  fiscal  1992  is  the  result  of 
volume  increases  in  the  company's  recently 
released  NetWare  4 products,  NetWare  3 
products,  software  royalties,  communication 
products,  connectivity  products,  training  and 
UnixWare,  offset  by  volume  decreases  in  the 
NetWare  2 products  and  DR  DOS. 


Net  sales  were  affected  by  an  increase  in 
export  sales,  which  accounted  for 
approximately  48%  of  net  sales  in  fiscal  1993, 
47%  in  fiscal  1992  and  44%  in  fiscal  1991. 

The  rate  of  export  sales  growth,  however, 
began  to  slow  down  in  late  fiscal  1992  and 
throughout  fiscal  1993  primarily  due  to 
weakened  European  economies. 

Research  and  development  expenditures  were 
approximately  $164.9  million  (15%  of 
revenue)  in  fiscal  1993,  compared  to  $120.8 
million  (13%  of  revenue)  in  fiscal  1992,  and 
$77.9  million  (12%  of  revenue)  in  fiscal  1991. 
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Interim  Results:  Novell  reported  a net  revenue 
of  $311  million  for  its  first  fiscal  quarter  ended 
January  29,  1994,  up  20%  from  net  revenue  of 
$260  million  for  the  same  fiscal  quarter  in 
1993.  Net  income  was  $73  million,  up  3% 
from  $71  million  posted  for  the  same  period 
of  fiscal  1993. 

Growth  in  net  revenue  during  the  first  fiscal 
quarter  of  fiscal  1994,  exceeded  growth  in  net 
income  primarily  due  to  the  increases  in 
expenses  following  Novell's  acquisition  of  four 
companies  in  mid- 1993.  As  a result,  product 
development  expenses  increased  significantly 
and  were  approximately  $57  million  (18%  of 
net  sales)  for  the  first  fiscal  quarter  ended 
January  29,  1994,  compared  to  $34  million 
(13%  of  net  sales)  for  the  same  period  of 
fiscal  1993.  This  resulted  in  a decrease  in 
Novell's  operating  margin  from  39%  in  the 
first  fiscal  quarter  of  1993,  to  32  % in  the  first 
fiscal  quarter  of  1994. 


Novell,  Inc. 

Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Product/Service 

10/93 

10/92 

10/91 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Systems  software  products 

$1032.9 

92% 

$849.3 

91% 

$569.6 

89% 

Education  and  support  services 

89.9 

8% 

84.4 

9% 

70.4 

11% 

Total 

$1122.8 

100% 

$933.7 

100% 

$640.0 

100% 

On  a geographic  basis,  Novell's  net  revenue 
from  the  U.S.  grew  27%  in  the  first  fiscal 
quarter  1994,  compared  to  the  same  period  in 
1993.  Average  revenue  growth  in  world 
markets  outside  the  U.S.  was  12%  for  the 
quarter. 

Market  Financials 

Novell's  products  cater  to  all  industries,  from 
small  businesses  to  government,  higher 
education  and  large  commercial 
organizations. 

Revenue  Analysis  by  Product  Line 

Approximately  92%  of  fiscal  1993  revenue 
was  derived  from  software  products  and  8% 
from  education  and  support  services. 

In  1993,  the  NetWare  product  family 
represented  80%  of  total  revenue  and  grew 
21%  over  fiscal  1992.  The  UnixWare  product 
family  increased  to  10%  of  total  revenue.  A 
three-year  summary  of  source  of  revenue 
follows: 


Geographic  Markets 

Approximately  52%  of  Novell's  fiscal  1993 
revenue  was  derived  from  the  U.S.  and  48% 
from  international  sources.  The  company's 


net  sales  were  to  customers  outside  the  U.S. 
primarily  distributors. 

A three-year  geographic  source  of  revenue 
summary  appears  on  the  next  page. 
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Novell,  Inc. 

Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

10/93 

10/92 

10/91 

Item 

Revenue 

$ 

Percen 

tof 

Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$583.9 

52% 

$492.4 

53% 

$359.7 

56% 

International 

538.9 

48% 

440.9 

47% 

280.3 

44% 

Total 

$1,122.8 

100% 

$933.3 

100% 

$640.0 

100% 

Acquisitions 

Acquisitions  made  by  Novell  during  the  past 
two  years  include  the  following: 

In  March  1994,  Novell  announced  its  intent  to 
acquire  WordPerfect  Corporation  of  Orem 
(UT).  Novell  offered  WordPerfect  59  million 
shares  of  Novell  stock  valued  at  approximately 
$1.4  billion. 

• WordPerfect  has  approximately  4,500 
employees  and  1993  revenue  of  $707 
million. 

• WordPerfect  has  an  installed  worldwide 
user  base  of  more  than  15.5  million. 

• The  company  offers  software  products  for 
document  management,  messaging  and 
workflow  management.  Its  flagship  product 
is  the  WordPerfect  word  processor. 

• WordPerfect  will  form  the  core  of  a new 
application  products  group  within  Novell. 

In  March  1994,  Novell  announced  its  intent  to 
acquire  Borland's  Quattro  Pro  product.  It 
offered  Borland  $145  million  cash  for  Quattro 


Pro.  The  deal  is  expected  to  close  in  June 
1994. 

In  July  1993,  Novell  acquired  Fluent,  Inc.  of 
Natick  (MA)  for  approximately  $18.5  million. 
The  acquisition  was  accounted  for  as  a 
purchase. 

• Fluent  had  approximately  50  employees  at 
the  time  of  the  acquisition. 

• Fluent  develops  multimedia  software  for 
computer  networks. 

• Fluent  now  operates  as  Novell  Multimedia 
within  the  NetWare  Systems  Group. 

In  June  1993,  Novell  acquired  Software 
Transformation,  Inc.  (STI)  of  Cupertino  (CA) 
for  approximately  800,000  shares  of  Novell 
common  stock.  The  fair  market  value  at  the 
date  of  acquisition  was  approximately  $21.8 
million.  The  acquisition  was  accounted  for  as 
a pooling  of  interests. 

• STI  had  approximately  40  employees  at  the 
time  of  the  acquisition. 
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• STI  markets  software  development  tools. 
The  company  has  been  folded  within  the 
AppWare  Systems  Group. 

In  June  1993,  Novell  acquired  Serius 
Corporation  of  Salt  Lake  City  (UT)  for 
approximately  $17.2  million.  The  transaction 
was  accounted  for  as  a purchase. 

• Serius  had  approximately  40  employees  at 
the  time  of  the  acquisition. 

• Serius  develops  object-based  application 
tools.  The  company  has  been  folded  within 
the  AppWare  Systems  Group. 

In  June  1993,  Novell  acquired  the  remaining 
portion  of  UNIX  Systems  Laboratories  (USL) 
of  Summit  (NJ)  from  AT&T,  for  $321.8 
million  in  Novell  common  stock. 

• USL  had  approximately  500  employees  and 
1993  revenue  of  $80  million. 

• Novell  originally  invested  $15.0  million  in 
USL  in  1991. 

• USL  developed  and  licensed  the  UNIX 
operating  system  and  other  standards-based 
software  to  customers  worldwide. 

In  June  1993,  Novell  acquired  Univel  of  San 
Jose  (CA)  by  issuing  stock.  Market  value  of 
the  transaction  was  not  disclosed. 

• Univel  was  originally  formed  in  December 
1991  as  a joint  venture  between  Novell  and 
USL  to  accelerate  the  expanded  use  of  the 
UNIX  operating  system  in  the  PC  and 
network  computing  marketplace. 


• Univel  developed  UnixWare,  a UNIX 
systems  software  for  networked  computing 
environments. 

• Univel  has  been  folded  within  the  UNIX 
Systems  Group. 

In  June  1992,  Novell  acquired  Annatek 

Systems,  Inc.  of  Boulder  (CO)  for  $10  million. 

• Annatek  was  a developer  of  automated 
software  distribution  services. 

• Annatek’s  technology  is  being  used  by 
Novell  in  its  Network  Navigator  electronic 
software  distribution  product. 

In  April  1992,  Novell  acquired  International 

Business  Software,  Ltd.  (IBS)  of  Sunnyvale 

(CA)  for  $5.2  million. 

• IBS  developed  virtual  server  technology. 

• IBS  was  folded  within  the  NetWare  Systems 
Group. 

Employees 

As  of  December  1993,  Novell  had 

approximately  4,335  employees,  segmented  as 


follows: 

Marketing  and  sales 939 

Development  and  marketing 1,817 

General  and  administration 487 

Service,  support  and  education 807 

Operations 146 

Joint  Ventures .139 


4,335 
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Key  Products  and  Services 

Novell's  architecture  for  distributing  network 
services  allows  products  and  applications  from 
several  different  vendors  to  be  integrated  into 
a powerful  network  computing  system.  Some 
of  the  products  and  facilities  distributed  by  the 
services  are  illustrated  in  the  table  on  the 
following  page. 

Novell's  products  fall  within  three  operating 
groups  : 

NetWare  Systems  Group  (NSG)  develops 
NetWare  operating  systems  that  maintain  an 
open  architecture.  The  NetWare  family 
includes  the  following  products; 

• NetWare  4 — ^In  March  1993,  Novell 
introduced  the  NetWare  4 operating  system 
that  demonstrates  the  ability  of  how  one 
server  can  support  1,000  clients  or  one  client 
can  access  1000  servers. 

• NetWare  3 — ^NetWare  3 is  a 32-bit  network 
operating  system  that  supports  DOS,  MS 
Windows,  OS/2,  UNIX,  Macintosh  and  the 
IBM  SAA  environment. 

• Messaging  Services — ^NetWare  MHS  is  a 
"store-and-forward"  message  handling 
service  for  the  Novell  distributed  computing 
platform. 

• NetWare  for  Macintosh — ^NetWare  for 
Macintosh  allows  Macintosh,  DOS,  and 
OS/2  workstations  to  share  data  and 
resources  in  a network  environment.  It 
comes  in  two  versions — NetWare  for 
Macintosh  4.01  and  NetWare  for  Macintosh 
3.12. 


• Personal  NetWare — ^Personal  NetWare 
allows  users  to  connect  as  many  as  50  PCs 
running  on  DOS  or  MS  Windows,  and  share 
hard  disks,  printers,  CD-ROM  drives  and 
other  resources. 

• Novell  DOS — ^Novell  DOS  7 is  the  latest 
desktop  operating  system  that  fully 
integrates  advanced  DOS  technology  with 
networking. 

• Communication  Products — ^Novell  offers  a 
comprehensive  set  of  communications 
products  that  are  fully  integrated  with  the 
NetWare  environment.  These  products 
provide  the  business-wide  connectivity 
capabilities  needed  to  support  network 
computing.  The  company  provides  two 
types  of  dial-in  services  for  remote  PCs — 
NetWare  for  SAA  1.3B  runs  on  NetWare  3 
and  NetWare  4 platforms  and  integrates  the 
NetWare  network  operating  system  with 
traditional  IBM  SNA  mainframe  and 
AS/400  environments.  NetWare  SNA  Links 
2.0  is  a NetWare  Loadable  Module  that 
works  with  NetWare  for  SAA  to  provide 
LAN-to-LAN  communications  over  existing 
SNA  networks. 

• Internetworking  products — ^Novell's  inter 
networking  products  tie  local  NetWare 
networks  into  wide  area  networks,  assisting 
customers  as  they  expand  their  computing 
resources.  Novell  currently  offers  three  inter 
networking  products — NetWare  Link/64, 
NetWare  Link/TI  and  the  NetWare  Multi- 
Protocol  Router-basic  Version  1.0. 
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Services 

Products 

File  and  Print 

DOS,  Macintosh,  OS/2,  UNIX,  native 
file  and  print  access 

Database 

Integrated  record  manager  and  SQL, 
third-party  SQL 

Communications 

IPX/SPX,  SNA,  TCP/IP,  AppleTalk, 
OSSI,  TI,  X.25,  asynchronous 

Messaging 

MHS,  X.400,  SMTP,  SNADS/DISSOS 

Client  operating  system 
Network  integration 

DOS,  Windows,  OS/2EE,  UNIX, 
Macintosh 

Application  Server  operating  system 
Integration  network 

OS/2,  UNIX,  MVS,  VM,  VMS,  DOS 

Data  Integrity 

Disk  mirroring,  server  mirroring  etc. 

Security 

User,  administrator,  data,  resource, 
encryption,  workstation  auditing 

Network  management 

Workgroup,  administrator,  enterprise, 
NetView 

Connection 

Built-in  IPX  and  TCP/IP  router 

Multivendor  platform 

Servers,  adapters,  disk,  backup  systems 

Application  program  interfaces,  Pipes 

NetWare,  NetBIOS,  CPI-C,  Named 
Berkeley  Sockets 
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The  Link  products  enable  customers  to 
interconnect  geographically  remote 
NetWare  networks.  The  Multiprotocol 
Router  connects  Ethernet,  Token-Ring, 
LocalTalk  and  Arcnet  networks  together  in 
any  combination  and  provides  transparent 
access  to  file  servers,  printers  and  mail 
systems. 

UNIX  Systems  Group  (USG)  provides  a suite 

of  UNIX  operating  system  and  UNIX 

connectivity  products  that  include: 

• Operating  system  products — The  current 
product  offerings  include:  UnixWare 
Application  Server  1.1  and  the  Personal 
Edition  1.1.  Optional  products  for  the 
Application  Server  systems  include: 
UnixWare  Server  Merge  for  running  DOS 
and  MS  Windows  applications  on 
UnixWare;  UnbcWare  Online  Data 
Manager  1.1,  an  industry-standard  file 
system;  Oracle  Ware  System-UnixWare 
Edition — ^an  applications  data  server 
platform. 

• UNIX  Connectivity  Products — Key  products 
include:  NetWare  NFS  provides  UNIX 
workstations  with  transparent  access  to  the 
NetWare  3 and  NetWare  4 file  systems; 
NetWare  FLeX/IP  provides  all  services 
delivered  in  the  Net/Ware  NFS  product 
except  the  transparent  access  to  the  NFS 
distributed  file  system;  the  NetWare 
Gateway  enables  DOS  and  MS  Windows 
users  on  NetWare  to  transparently  access 
files  on  NFS  servers;  NetWare/IP  integrates 
NetWare  services  into  TCP/IP 
environments;  NetWare  FTAM  from 
Firefox  enables  a variety  of  FTAM  clients  to 
access  the  NetWare  3 file  system. 


AppWare  Systems  Group  (ASG)  provides 
tools  and  technologies  for  development  of 
network-aware  applications. 

The  key  products  in  this  group  include  : 
AppWare  Bus  and  AppWare  Loadable 
Module  that  provide  a model  for  software 
components  from  separate  vendors  to  work 
together  in  custom  applications;  Visual 
AppBuilder  accesses  the  AppWare  Bus  and 
ALMs  to  provide  the  component  engine  and 
component  set  for  developers  to  assemble  into 
custom  applications;  ALM  SDK,  a tool  for  C 
and  C+  + programmers  to  use  to  create  new 
ALMs;  AppWare  Foundation,  a set  of 
libraries  that  provide  an  application 
programming  interface  (API)  for  C and  C+  + 
developers  to  write  portable  source  code; 
Tuxedo,  a transaction  processing  manager  for 
mission-critical  transaction-oriented 
applications. 

Support  and  Education  Programs 

Novell's  offers  support  and  education 
programs  along  with  training  courses  for  each 
segment  of  the  network  computing  industry. 
Users  can  choose  to  provide  their  own  support 
using  information  products  like  NetWare,  the 
NetWare  Support  Encyclopedia  (NSE)  and 
NetWare  Application  Notes.  TSA  is  an  inter- 
company system  for  quickly  resolving 
problems  through  a network  of  service.  More 
than  30  leading  computing  product  vendors 
have  joined  the  program  since  it  was  launched 
in  the  spring  of  1991.  To  date,  more  than 
35,000  people  have  earned  Certified  NetWare 
Engineer  (CNE)  status  through  training 
available  from  760  Novell  Authorized 
Education  centers  worldwide. 
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Marketing  and  Sales 

Novell  sells  its  products  through  its  offices  in 
Cupertino,  Monterey,  San  Jose  and  Sunnyvale 
(CA),  Summit  (NJ),  Provo  and  Sandy  (UT) 
and  from  its  33  U.S.  domestic  and  31  foreign 
field  offices.  The  company  sells  its  products 
primarily  through  distributors  and  national 
retail  chains,  who  in  turn  sell  the  company's 
products  to  retail  dealers.  As  of  December 
31,  1993,  there  were  approximately  21 
domestic  distributors  and  approximately  1 13 
foreign  distributors.  The  company  also  sells 
its  products  through  OEMs,  system  integrators 
and  VARs. 

Novell's  marketing  activities  include 
distribution  of  sales  literature  and  press 
releases,  advertising,  periodic  product 
announcements,  support  of  NetWare  user 
groups,  publication  in  industry  seminars, 
conferences  and  trade  shows. 

Alliances/Joint  Ventures 

Alliances 

In  May  1991,  Novell  announced  the  formation 
of  the  Technical  Support  Alliance  (TSA),  with 
37  current  members  including  Apple, 

Compaq,  Hewlett-Packard,  Intel,  IBM,  Lotus, 
Microsoft,  Oracle  and  WordPerfect.  The  TSA 
was  organized  to  provide  one-stop 
multivendor  support. 

Partnerships 

In  fall  of  1993,  Novell  and  Compaq  signed  an 
Enterprise  Computing  Partnership  for  joint 
marketing  and  sales  programs,  design  of 
integrated  hardware  and  software  platforms 
and  joint  work  on  industry-wide  network 
testing  standards. 


Novell  recently  announced  its  strategic 
agreement  with  National  Semiconductor  to 
jointly  develop  tightly  integrated  networking 
hardware  and  software  products  based  on 
current  and  emerging  technologies. 

Novell  recently  announced  a marketing 
agreement  with  DaVinci  Systems 
Corporation,  that  authorizes  DaVinci  to  offer 
its  electronic  mail  solution  in  Novell-style 
packaging  and  will  be  distributed  by  Novell's 
distribution  channel. 

Novell  announced  an  agreement  with  Hewlett 
Packard,  where  HP  endorsed  Novell's 
UnixWare  operating  system  enabling 
computers  based  on  the  Intel  architecture  to 
be  clients  to  HP  servers. 

Novell  formed  a partnership  with  Borland 
International,  whereby,  Borland  will 
incorporate  the  Novell  AppWare  Foundation 
Framework  into  its  Object  Windows  Library 
(OWL)  technology. 

In  June  1993,  Novell  and  Oracle  Corporation 
announced  a strategic  agreement  that 
combined  their  technology,  distribution  and 
service  offerings  to  deliver  a line  of  scaleable 
enterprise  network  computing  solutions.  At 
the  heart  of  this  agreement  was  a new  product 
family  called  the  OracleWare  System,  a 
combination  of  the  companies'  industry 
leading  products  and  new  multiserver 
messaging  technology. 

Early  in  1993,  Novell  announced  a strategic 
partnership  agreement  with  AT&T.  This 
partnership  is  designed  to  develop  and  market 
telecommunications  products,  particularly 
those  in  telephony  and  networked  computing. 
The  companies  will  develop  products  using 
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their  innovative  technologies,  being  called 
Telephony  Services,  that  will  integrate 
services  such  as  electronic  mail,  facsimile  and 
voice  mail. 

In  1993,  NetWorth,  Inc.  and  Novell 
announced  their  alliance  to  jointly  develop 
technology  that  will  enable  Novell’s  NetWare 
Management  System  to  manage  current  and 
future  NetWorth  smart  hub  products. 
NetWorth,  which  is  majority  owned  by 
Ungermann-Bass  Inc.,  specializes  in  NetWare 
optimization. 

In  December  1992,  Hewlett-Packard  (HP) 
and  Novell  signed  an  agreement  that  included 
HP's  announcement  that  in  the  future, 
NetWare  would  run  directly  on  HP's  PA  RISC 
microprocessors  in  addition  to  Intel 
processors. 

In  1992,  Memorex  Telex  announced  its 
agreement  with  Novell  to  develop  a new 
generation  of  communication  products 
providing  network-to-host  integration. 
Memorex  will  resell  NetWare  for  SAA  with  its 
own  value-added  features. 

In  1992,  Computer  Associates  (CA) 
announced  its  strategic  agreement  with 
Novell,  where  CA  will  port  its  mainframe  and 
midrange  systems  software  to  the  NetWare 
environment,  addressing  customer  needs  in 
moving  mission-critical  applications  to 
networks. 

Joint  ventures 

In  October  1992,  Novell  formed  a 50% 
partnership  with  Onward  Technologies  of 
Bombay,  India  that  develops  and  manages 
NetWare  products  in  India. 


Investments 

Novell  has  invested  in  the  following 
businesses/products  : 

In  March  1994,  Novell  invested  in  Geoworks, 
Inc.  of  Alameda  (CA)  that  will  provide 
operating  system  technology  for  new  classes  of 
small  computing  devices  that  Novell  will 
support  on  networks. 

In  January  1993,  Novell  purchased  a minority 
share  (20%)  from  Hyper  Desk,  Westborough 
(MA)  to  obtain  access  to  its  distributed  object 
management  system. 

In  November  1992,  Novell  invested  in  Reach 
Software  Corporation,  of  Sunnyvale  (CA),  a 
developer  of  workflow  automation  software. 

Competition 

Novell  competes  in  the  highly  competitive 
market  for  network  operating  systems, 
desktop  operating  systems  and  related  systems 
software. 

Novell's  network  operating  systems  software 
competitors  include  Banyan  Systems,  Inc. 
(VINES),  Microsoft  Corporation  (LAN 
Manager)  and  Artisoft  Corporation 
(LANtastic). 

Operating  systems  software  competitors 
include  Microsoft,  SunSoft,  Apple  and  IBM. 

The  major  competitive  factors  are  hardware 
independence  and  compatibility,  availability 
of  applications  software,  marketing  strength  in 
desktop  operating  systems, 
system/performance,  customer  service  and 
support,  reliability,  ease  of  use, 
price/performance  and  connectivity  with 
minicomputer  and  mainframe  hosts. 
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Input  Assessment 

Novell's  major  strengths  can  be  summarized 
as  follows : 

• Strategic  partnerships  with  many  leading 
information  technology  companies 

• Strong  market  position 

• Strong  technical  innovation 

• Broad  range  of  networking  products 

• Large  installed  base, 

Novell  will  continue  to  dominate  the  LAN 
operating  systems  market.  Novell  is  an 
industry  innovator  and  has  played  a major  role 
in  accelerating  the  growth  of  network 
computing.  Novell  is  continuously  learning 
from  customers  and  is  trying  to  satisfy  their 
needs  through  innovation. 

Novell's  ability  to  leverage  AppWare 
development  tools  through  partnerships  with 
systems  integrators  and  computer  system 
vendors  will  be  important  in  order  to  expand 
the  market  to  one  of  enterprise-wide 
environments.  NetWare  4.0  is  also  key  to  their 
ability  to  move  from  the  departmental  level  to 
an  enterprise-wide  solution. 
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OAO  CORPORATION 

7500  Greenway  Center 
Greenbelt,  MD  20770-3585 
(301)  345-0750 


Cecile  deLisle  Barker,  Chairman  and 
President 

Private  Corporation 
Total  Employees;  1,200 
Total  Revenue,  Fiscal  Year  End 
6/30/86:  $65,000,000 
Computer  Services  Revenue: 
$63,000,000 


THE  COMPANY 

• OAO  Corporation,  founded  in  1973,  provides  a broad  range  of  professional 
services  primarily  to  the  federal  government  and  its  contractors. 

Services  provided  include  systems  development,  integration, 
conversion,  and  maintenance;  operations  support;  training;  and 
facilities  management.  The  company  also  provides  processing  services 
through  its  data  center  in  Greenbelt. 

Noncomputer  services  revenue  is  derived  from  various  thermal, 
mechanical,  electrical,  and  optical  system  products  developed  and 
manufactured  by  OAO  primarily  for  the  federal  government. 

• Fiscal  1986  revenue  reached  $65  million,  a 16%  increase  over  fiscal  1985 
revenue  of  $56  million.  A five-year  revenue  summary  follows: 


OAO  CORPORATION 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


YEAR 

ITEM 

6/86 

6/85 

6/84 

6/83 

6/82 

Revenue 

. Percent  increase 

$65.0 

$56.0 

$46.0 

$42.0 

$39.0 

from  previous  year 

16% 

22% 

10% 

8% 

N/A 

OAO  is  organized  into  two  operating  divisions  and  two  subsidiaries  as  follows 


The  Aerospace  and  Defense  Systems  Division,  headquartered  in 
Greenbelt,  provides  professional  services  to  the  Department  of  Defense 
(DoD),  NASA,  and  commercial  clients. 
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The  Information  Systems  Division  (ISD),  headquartered  in  Fort  Worth, 
provides  professional  services  in  support  of  General  Services 
Administration  (GSA)  ADP  contracts. 

OAO  Services,  Inc.,  headquartered  in  Washington,  D.C.,  provides  EDP 
support  for  state  and  local  governments,  including  the  District  of 
Columbia.  This  support  includes  software  development  for  admini- 
strative and  management  systems,  installation  and  operation  of 
computer  centers,  and  computer  processing  services. 

OAO  International,  Inc.,  and  its  wholly  owned  affiliate,  OAO  New  Asia, 
Ltd.,  in  the  British  Crown  Colony  of  Hong  Kong  and  its  branch  office  in 
Taipei,  Taiwan,  are  actively  engaged  in  developing  air  traffic  control 
and  other  real-time  software  systems. 

As  of  June  30,  1986,  OAO  had  1,200  employees.  The  company  currently  has 
approximately  1,200  employees,  segmented  as  follows; 


Aerospace  and  Defense  Systems  Division  570 

Information  Systems  Division  485 

OAO  Services  25 

OAO  International  20 

Other  (corporate/marketing/administrative)  | QQ 


1,200 

• Major  competitors  include  companies  such  as  Computer  Data  Systems,  Inc., 
Electronic  Data  Systems,  Systems  and  Applied  Sciences  Corporation,  and 
McDonnell  Douglas. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  97%  ($63  million)  of  OAO's  fiscal  1986  revenue  was  derived 
from  its  various  computer  services  activities  and  associated  hardware  sales. 
A further  breakdown  of  fiscal  1986  revenue  follows: 

Professional  services 

Software  development  and  support  (80%) 

Consulting  (4%) 

Facilities  management  (7%) 

Processing  services 
Hardware  sales 
Noncomputer  services 

100% 

• OAO  has  been  awarded  contracts  from  more  than  100  federal  government 
organizations  with  a cumulative  value  of  over  $500  million.  In  addition,  OAO 
provides  services  to  major  private-sector  corporations  as  a subcontractor  to 
federal  government  contracts;  to  state,  city,  and  local  governments;  and  to 
overseas  markets. 
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OAO  services  are  provided  in  the  following  general  areas: 

Systems  Engineering  and  Technical  Systems  Support. 

EDP  Services. 

Software  Conversion  and  Improvement. 

Financial  and  Administrative  Software  Systems. 

Aerospace  Software  and  Air  Traffic  Control. 

Defense  Data  Systems. 

Computer  and  Communications  Systems. 

Systems  Engineering  and  Technical  Systems  Support.  OAO  specializes  in 
aerospace  flight  project  support  activities  such  as  systems  engineering,  space- 
craft subsystem  engineering,  in-orbit  spacecraft  operations,  ground  systems 
engineering,  and  independent  verification  and  validation  for  scientific, 
military,  communications,  and  applications  satellites  and  their  ground 
systems. 

OAO  provides  spacecraft  systems  and  subsystem  engineering  as  well  as 
satellite  ground  systems  engineering  for  communications,  command  and 
control,  and  payload  data  distribution.  Activities  include  conducting 
concept  definitions  and  feasibility  studies;  trade-off  studies;  require- 
ments analyses;  scientific/engineering  analyses;  systems  design;  and 
systems  development,  integration,  test,  operations,  and  maintenance. 
Related  to  this,  OAO  applies  systems  engineering  disciplines  to  the 
planning  and  development  of  major  programs,  communication  systems 
integration  projects,  and  major  facility  upgrades. 

OAO  offers  satellite  operations  services  including  mission  analysis, 
mission  planning,  simulations  and  training,  real-time  operations,  and  in- 
orbit  engineering  support.  Additionally,  OAO  has  applied  these 
techniques  to  other  applications,  including  both  tactical  and  strategic 
command  and  control. 

OAO  also  provides  support  services  for  engineering  and  EDP  facili- 
ties. Under  large  mission  contracts,  OAO  supplies  maintenance  and 
operations  support  for  data  processing  centers  and  satellite  ground 
stations. 

Specific  project  examples  include  the  following: 

. OAO  is  providing  systems  engineering,  integration,  and  indepen- 
dent verification  and  validation  services  to  the  U.S.  Air  Force 
Defense  Meteorological  Satellite  Program  to  ensure  that  the 
ground  system,  command  and  control  system,  and  flight 
software  meet  operational  requirements. 
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Since  1976,  OAO  has  been  engaged  in  a variety  of  systems 
engineering  and  systems  analysis  tasks  in  support  of  NASA's 
Space  Shuttle  Program,  including  ground,  orbiter,  upper  stage, 
and  retrieval  operations.  In  addition,  OAO  is  providing  a range 
of  support  for  payloads  flown  on  the  Shuttle. 

. The  U.S.  Air  Force  Global  Positioning  System  (GPS)  is  providing 
precise  navigational  data  to  both  military  and  civilian  users  via 
satellite.  OAO  operated  and  maintained  the  system's  master 
control  station  at  Vandenberg  Air  Force  Base  and  is  currently 
providing  operational  support  for  GPS  from  the  Consolidated 
Space  Operations  Center  in  Colorado  Springs.  Additionally, 
OAO  has  been  maintaining  and  controlling  the  system's  four 
ground  antennas  and  five  monitor  stations. 

. OAO  is  providing  a range  of  support  services  for  NASA's  Space 
Telescope  project  including  systems  engineering  for  the  science 
instruments,  support  of  science  instrument  integration  and  test, 
and  ground  operations  systems  development  and  test. 

. OAO  is  providing  around-the-clock  spacecraft  operations  and 
engineering  support  in  NASA  Control  Centers  for  the  Solar 
Maximum  Mission  (SMM)  spacecraft  and  Dynamics  Explorer  (DE) 
satellites  and  is  providing  liaison  with  the  experimenters  to 
incorporate  science  operations  requirements. 

EDP  Services.  OAO  is  providing  a range  of  system  development,  integration, 
and  facilities  management  support  services  to  over  125  federal  and  private- 
sector  customers  at  more  than  30  locations  nationwide.  Processing  services 
are  also  provided  to  clients  in  the  District  of  Columbia  from  OAO's  data 
center  in  Greenbelt. 

Under  large  task-order  contracts,  OAO  is  providing  full  life-cycle 
support  for  the  development  of  information  processing  systems 
including;  requirements  definition,  analysis,  design,  development,  test, 
integration,  operations,  maintenance,  and  training.  The  entire  process 
or  any  part  of  it  can  be  applied  to  the  development  of  new  systems  or 
to  the  maintenance  and  enhancement  of  existing  systems. 

OAO  staff  has  experience  with  applications  ranging  from  scientific, 
engineering,  and  communications  disciplines  to  financial  and  business 
systems,  including  data  base  development  and  office  automation. 

OAO  also  performs  systems  integration  functions  for  installation  of 
computer  and  telecommunication  systems. 

Specific  project  examples  include  the  following: 

. OAO  developed  and  implemented  detailed  plans  for  relocating 
all  of  the  Social  Security  Administration's  EDP  hardware  and 
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software  to  their  Notional  Computer  Center.  OAO  performed 
all  systems  engineering  and  integration  functions  to  bring  the 
relocated  systems  to  full  production  capacity  without  disruption 
to  the  processing  environment. 

The  General  Services  Administration  (GSA)  has  selected  OAO  as 
the  single  contractor  to  provide  ADP  services  to  all  Federal 
agencies  in  the  nine  states  which  comprise  GSA's  Regions  6 
and  7.  Under  large,  task-order  contracts,  OAO's  services  range 
from  requirements  analysis  to  complete  system  design  activities 
for  the  hardware  and  software  systems  used  by  the  federal 
government. 

. At  the  U.S.  Air  Force  Arnold  Engineering  Development  Center, 
OAO  is  the  EDP  facility  management  contractor  responsible  for 
the  operation  and  management  of  the  Center's  Computer-Aided 
Engineering  Center  and  the  Central  Computational  Facility. 
OAO  is  also  developing,  implementing,  and  maintaining  the 
Centers  computer-based  Management  Information  Systems  and 
is  providing  support  in  the  areas  of  EDP  planning  and  security. 

In  support  of  the  U.S.  Department  of  Interior's  effort  to  analyze 
coal  resources,  OAO  designed  an  automated  Coal  Resource 
Evaluation  System.  One  aspect  entailed  providing  three- 
dimensional  computer  plotting  which  shows  estimates  of  size 
and  location  of  coal  beds  based  on  extracted  core  samples. 

• OAO  is  providing  water  billing  processing  services  for  the 
District  of  Columbia  through  its  data  center  in  Greenbelt. 

Software  Conversion  and  Improvement.  Services  are  provided  for  the 
conversion  and  improvement  of  existing  software  and  technical  assistance  for 
conversion  planning  and  implementation. 

OAO  has  been  certified  by  the  General  Services  Administration  to 
provide  both  software  conversion  and  software  improvement  for  all 
federal  agencies. 

OAO  software  specialists  translate  older  non-standard  software  to 
modern  language  versions;  incorporate  hierarchical,  network,  and 
relational  data  bases  where  appropriate;  transform  batch  systems  into 
interactive  user-friendly  systems;  optimize  code  to  improve  system 
response;  and  document  systems  to  Federal  Information  Processing 
Standards  (FIPS)  and  DoD/Military  Standards  and  Specifications. 

Specific  project  examples  include  the  following: 

Since  1981  OAO  has  been  assisting  the  Air  Force  Global  Weather 
Central  (AFGWC)  facility  in  cataloging  their  inventory  and 
establishing  a process  to  improve  and  modernize  their 
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software.  Automated  inventory,  configuration  management,  and 
software  quality  assessment  tools  are  being  used  in  this  AFGWC 
Software  Improvement  Program. 

. The  U.S.  Coast  Guard  enlisted  OAO  to  convert  all  of  the  Coast 
Guard's  financial  and  administrative  software  systems.  By 
utilizing  OAO's  Data  Center,  plus  modern  tools  and  techniques, 
600,000  lines  of  COBOL  source  code  were  converted  from  CDC- 
3300  to  an  Amdahl  environment  and  upgraded  to  ANSI  Standard 
COBOL-74. 

• Financial  and  Administrative  Software  Systems.  OAO  develops  large-scale 
information  systems  for  special  government  applications  using  COBOL,  fourth 
generation  languages,  and  data  base  technology  such  as  IDMS,  TOTAL, 
DATACOM  DB,  ADABAS,  SEED,  IMS,  FOCUS,  System  2000,  DL/2,  and  DB2. 

These  applications  include  financial  management  systems  for  loans  and 
grants,  budgeting  and  accounting,  child  support/welfare,  and  payroll 
systems;  administrative  systems  for  personnel  management  and 
inventory  control;  and  logistics  systems  for  DoD  stock  control  and 
foreign  military  sales. 

OAO's  activities  cover  the  entire  software  life  cycle  from  require- 
ments analysis  through  system  development,  installation,  maintenance, 
and  training. 

OAO  also  works  with  major  accounting  firms  to  implement  systems 
which  they  design. 

Specific  project  examples  include  the  following: 

. The  Navy  Standard  Civilian  Payroll  System  is  being  designed  and 
developed  by  OAO  at  the  Navy  Comptroller  Standard  Systems 
Activity  facility.  In  this  undertaking  OAO  is  utilizing  structured 
analysis  and  design  methodologies.  The  system  resides  on 
Perkin-Elmer  3210  minicomputers  with  SEED  DBMS.  OAO  is 
implementing  the  system  and  is  providing  training  and 
maintenance  at  50  sites  nationwide. 

. OAO  is  developing  a U.S.  Postal  Service  Distributed  Information 
System  Pilot  Program  which  will  serve  as  the  model  for  national 
application.  This  hourly,  real-time  reporting  system  will  be  used 
to  capture  key  code,  ZIP  code,  and  other  relevant  mail  proces- 
sing data  from  eight  different  types  of  mail  processing 
equipment  and  collect  in  excess  of  two  million  records  per  day. 

. In  support  of  the  Department  of  Energy's  Strategic  Petroleum 
Reserve  (SPR)  project,  OAO  developed  management  information 
systems  for  cost/schedule  control;  for  procurement,  which 
tracked  all  SPR  procurement  requests  from  initiation  to  final 
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award;  for  budget  and  accounting,  including  commitments, 
obligations,  cost  accruals,  and  disbursements  for  all  SPR  budget 
line  items;  and  for  financial  analysis  of  SPR  contractor  reports. 

• Aerospace  Software  and  Air  Traffic  Control. 

OAO  develops  real-time  software  for  satellite  ground  control  centers; 
on-board  satellite  flight  computers;  fully  dynamic  satellite  simulators; 
and  ground  data  processing  systems  for  distribution  and  storage  of 
satellite  payload  and  sensor  data.  OAO  specializes  in  software  for 
man/machine  interfaces  and  command  and  control  display  systems. 

Using  PL/I,  Assembly,  and  Jovial  languages,  OAO  develops  real-time 
software  for  air  traffic  control  system  applications  using  large-scale 
and  fault-tolerant  systems.  Major  efforts  support  the  modernization  of 
the  FAA  Enroute  Air  Traffic  Control  System  and  the  development  of 
new  air  traffic  control  systems  for  foreign  countries. 

Specific  project  examples  include  the  following: 

. OAO  developed  the  on-board,  real-time,  command  and  attitude 
control  software  as  well  as  a pre-launch  software  simulation 
system  for  NASA's  Solar  Maximum  Mission  spacecraft.  During 
the  repair  of  Solar  Max,  OAO's  specially  developed  stabilization 
software  allowed  successful  retrieval  operations  by  minimizing 
spacecraft  movement. 

OAO  is  providing  software  integration  and  testing  for  the  FAA's 
Enroute  Air  Traffic  Control  System  which  is  being  hosted  on 
modern  computing  equipment. 


. OAO-developed  software  is  used  to  process  fine-resolution  earth 
images  produced  by  the  Thematic  Mapper  used  on  Landsat 
satellites. 

OAO  is  supporting  the  design  of  the  FAA's  Advanced  Auto- 
mation System  which  will  replace  and  enhance  the  existing  Air 
Traffic  Controller  consoles.  It  will  incorporate  ergonomic 
designs  with  modern  electronic  display  capabilities. 

Defense  Data  Systems.  OAO  specializes  in  the  development,  maintenance, 
and  enhancement  of  DoD  software  for  information  systems  related  to  signals 
intelligence  and  target  acquisition.  OAO  provides  full  life  cycle  support  for 
embedded  computer  software  in  command  and  control  systems,  battlefield 
automated  systems,  and  electronic  warfare  systems.  The  company  also 
develops  information  systems  for  finance,  accounting,  logistics,  and  personnel 
management. 

OAO  employs  languages  such  as  COBOL,  FORTRAN,  Ada,  and 
Assembler,  coupled  with  data  base  management  systems  such  as 
DATACOM  DB  and  fourth  generation  software  development  aids. 
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OAO  capabilities  range  from  generating  requirements  to  optimizing 
life  cycle  software  support,  analyzing/isolating  system  and  software 
problems,  conducting  test  bed  development  and  simulation,  and 
providing  independent  verification  and  validation  of  software  systems. 

Specific  project  examples  include  the  following: 

. OAO  is  helping  the  U.S.  Army  meet  a range  of  combat  Battle- 
field Automated  Systems  (BAS)  requirements.  One  example  is 
the  OAO  life  cycle  software  support  for  the  Trailblazer 
Communication  Intelligence  (COMINT)  system  used  by  front-line 
Army  soldiers. 

. OAO  has  designed  and  built  a simulator  that  recreates  a tactical 
jamming  environment  which  is  being  used  as  a test  bed  for  life 
cycle  software  support  for  the  U.S.  Army's  TACJAM  system. 
OAO's  software  was  written  in  Pascal  to  run  on  an  HP  9836 
computer  at  Fort  Monmouth  (NJ).  OAO  also  wrote  documenta- 
tion conforming  to  MIL  Standard  I 679A  for  the  system. 

. The  U.S.  Army  test  various  missile  systems  at  the  White  Sands 
Missile  Range  in  New  Mexico.  In  support  of  this  testing,  OAO 
has  performed  data  reduction  and  analysis  for  such  missiles  as 
the  Patriot,  Pershing,  Lance,  Copperhead,  and  Roland.  OAO 
specialists  have  performed  requirements  analyses  and  developed 
comprehensive  software  specifications  to  process  data  from  on- 
board computers,  visual  sites,  and  instrument  readings  for 
detailed  analyses  and  system  simulation. 

. OAO  is  supplying  life  cycle  software  support  for  the  operational 
and  tactical  elements  for  the  U.S.  Army's  Firefinder  Radar 
Systems. 

Computer  and  Communications  Systems.  OAO  develops  large,  complex  real- 
time computer-based  systems  for  communication  and  display  applications; 
military  command  and  control  applications;  and  aerospace  telemetry, 
command,  and  weather  applications.  As  part  of  these  systems,  OAO  develops 
real-time  software  and  special-purpose  hardware  such  as  custom  interface 
devices  which  connect  computers  with  communication  and  display  systems. 

OAO  performs  mission  area  analysis,  requirements  analysis,  and 
systems  engineering;  followed  by  software  design  and  development; 
equipment  design,  fabrication,  and  assembly;  and  test  and  integration. 
Development  is  followed  up  with  system  field  support  including  instal- 
lation, operations,  maintenance,  documentation,  training,  and  logistics. 

Specific  project  examples  include  the  following: 


One  hundred  and  forty  real-time  communications  and  message 
composition  terminals  were  designed  and  built  by  OAO  for  the 
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National  Weather  Service  (NWS).  These  units,  being  used  to 
exchange  weather  information  through  an  NWS  nationwide 
network,  employ  OAO-developed  real-time  communications 
software  and  allow  message  editing  for  dual  users. 

. The  Data  System  Technology  Program  (DSTP),  developed  by 
OAO,  is  serving  as  the  central  satellite  data  archive  for  NASA's 
End-to-End  Data  System  at  Marshall  Space  Flight  Center. 
Containing  a state-of-the-art  multi-access  fiber  optics  bus  and 
optical  disk  storage,  the  DSTP  provides  data  transport,  storage, 
and  retrieval  at  speeds  up  to  100  megabits  per  second. 

. The  OAO-developed  Digital  Television  Element  Back-up 
(AN/GYQ-38)  creates  threat  warning  and  attack  assessment 
displays  at  the  four  primary  DoD  national  command  centers— 
NORAD,  SAC  Headquarters,  the  Pentagon,  and  Fort  Ritchie. 
This  computer  display-generation/video-distribution  system 
contains  OAO-developed  software  and  firmware  and  specially 
developed  hardware  which  provides  high-speed  display 
generation  on  10  channels. 

. An  OAO-developed  Flight  Vehicle  Simulator  is  helping  the  U.S. 
Air  Force  Space  Command  diagnose  and  correct  problems 
occurring  on  board  its  Block  5D-2  weather  satellites.  This  real- 
time spacecraft  simulator  interfaces  a commerical  mini- 
computer with  on-board  flight  processors  to  provide  a simulation 
of  the  flight  vehicle  and  allow  ground  testing  of  flight  software 
prior  to  uploading.  Complex  real-time  software  in  the  mini- 
computer simulates  spacecraft  subsystems  and  responds  to 
predefined  scenarios  for  satellite  controller  training. 

• In  preparation  for  future  government/space  programs,  OAO  is  developing  new 
tools  and  techniques  for  artificial  intelligence  in  space  and  defense  applica- 
tions, Ada  programming  for  DoD  applications,  and  image  processing  for  both 
space  and  ground-based  applications. 

INDUSTRY  MARKETS 

• Approximately  94-95%  of  OAO's  fiscal  1986  revenue  was  derived  directly 
from  contracts  with  the  federal  government.  Approximately  5%  of  revenue 
was  derived  from  commercial  clients  acting  as  primarily  contractors  for  the 
federal  government.  Less  than  1%  of  revenue  is  derived  from  state  and  local 
governments. 

• Major  clients  include  GSA,  DoD,  NASA,  and  the  Department  of  Commerce. 

• OAO  has  plans  to  expand  its  services  to  the  commercial  marketplace. 
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GEOGRAPHIC  MARKETS 

• Approximately  99%  of  OAO's  fiscal  1986  revenue  was  derived  from  the  U.S. 
The  remainder  of  revenue  was  derived  from  sales  through  OAO  International 
in  Taiwan. 

• OAO  operates  more  than  30  offices  in  the  U.S.  Major  regional  offices  are 
located  in  Washington,  D.C.  (OAO  Services),  Fort  Worth  (Information  Services 
Division),  and  Los  Angeles. 

• An  international  office  is  located  in  Taipei  (Taiwan). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• OAO  has  the  following  computers  installed  at  its  Greenbelt  data  center  in 
support  of  its  various  professional/processing  services; 

I IBM  370/158,  MVS. 

I DEC  VAX  1 1 /780,  VMS. 

I Data  General  Eclipse  C/330,  AOS. 

• The  IBM  370/158  is  used  to  support  the  water  billing  processing  services 
provided  to  the  District  of  Columbia. 

• Access  to  the  data  center  is  provided  via  telecommunications  links. 
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OCTEL  COMMUNICATIONS 
CORPORATION 

890  Tasman  Drive 
Milpitas,  CA  95035-7439 
(408)  942-6500 


Robert  Cohn,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  793 
Total  Revenue,  Fiscal  Year  End 
6/30/89:  $87,179,000 


The  Company  Octel  Communications  Corporation  designs,  manufactures,  and 

markets  integrated  voice  processing  systems  which  are  sold 
primarily  to  large  corporate  customers  and  providers  of  voice 
information  services. 

• Octel  was  in  the  development  stage  from  inception  in  June  1982 
to  June  1984  when  the  company  began  shipment  of  Aspen,  its 
first  product. 

• In  February  1988,  Octel  sold  approximately  two  million  shares 
of  its  common  stock  in  an  initial  public  offering.  Net  proceeds 
from  the  sale  were  approximately  $12.3  million. 

• In  August  1988,  Hewlett-Packard  (HP)  agreed  to  purchase  10% 
of  Octel's  common  stock.  An  initial  purchase  of  5%  was  made, 
providing  net  proceeds  of  approximately  $13.6  million  to  Octel. 
Octel  also  announced  a five-year  OEM  agreement  with  HP 
whereby  HP  was  granted  exclusive  distribution  rights  to  Octel's 
entire  product  line  in  Western  Europe. 

• In  August  1989,  Octel  sold  approximately  1.7  million  shares  of 
its  common  stock  in  a second  public  offering,  generating  net 
proceeds  of  approximately  $37.9  million. 

Octel's  fiscal  1989  revenue  reached  $87.2  million,  an  82%  increase 
over  fiscal  1988  revenue  of  $48  million.  Net  income  rose  71%, 
from  $6.9  million  in  fiscal  1988  to  $11.8  million  in  fiscal  1989.  A 
five-year  financial  summary  follows: 
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OCTEL  COMMUNICATION  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/89 

6/88 

6/87 

6/86 

6/85 

Revenue 

$87,179 

$48,006 

$19,241 

$9,901 

$3,707 

• Percent  increase 
from  previous  year 

82% 

149% 

94% 

167% 

* 

Income  (loss)  before 
taxes  and  extraordinary 
items 

$18,701 

$8,777 

$1,511 

$693 

$(3,332) 

• Percent  increase 
from  previous  year 

113% 

481% 

118% 

121% 

★ 

Net  income  (loss)  (a) 

$11,798 

$6,910 

$1,452 

$630 

$(3,332) 

• Percent  increase 
from  previous  year 

71% 

376% 

130% 

119% 

Hr 

Earnings  (loss)  per 
share 

$0.78 

$0.54 

$0.12 

$0.05 

$(0.30) 

• Percent  increase 
from  previous  year 

44% 

350% 

140% 

117% 

Hr 

* Percent  change  not  meaningful. 

(a)  Includes  extraordinary  tax  credits  of  $1.4  million,  $642,000,  and  $280,000  for  fiscal  1988,  1987, 
and  1986,  respectively,  from  net  operating  loss  carryforwards. 


Octel  management  attributes  revenue  growth  to  the  introduction 
of  new  hardware  and  software  products  to  meet  its  customers' 
needs  and  the  expansion  of  distribution  channels  for  its  products. 

As  of  June  30,  1989,  Octel  had  793  full-time  employees,  segmented 
as  follows: 


Sales,  marketing,  and  customer  support  376 

Research  and  development  113 

Manufacturing  168 

Administration  136 

793 


Revenue  for  the  three  months  ending  September  30,  1989  reached 
$28.2  million,  a 57%  increase  over  $18  million  for  the  same  period 
in  1988.  Net  income  rose  42%,  from  $2.6  million,  to  over  $3.7 
million. 

Octel  competitors  in  the  large  corporate  customer  market  include 
ROLM,  AT&T,  Northern  Telecom,  and  VMX,  Inc.  In  the  voice 
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Key  Products  and 
Services 


information  services  market,  competitors  include  Boston 
Technology  and  Digital  Sound. 


One  hundred  percent  of  Octel's'  revenue  is  derived  from  its 
integrated  voice  processing  systems.  The  company  has  sold  and 
installed  over  2,300  systems  worldwide. 

Octel's  family  of  integrated  voice  processing  systems  ranges  from 
two-port  systems  for  fewer  than  20  subscribers,  to  72-port  systems 
for  up  to  15,000  subscribers  in  certain  voice  information  services 
applications.  Octel's  current  product  offerings  are  summarized  in 
the  exhibit. 

• The  Aspen  products  were  designed  for  large,  multiple-site 
customers.  VPC  100,  designed  for  smaller,  single-site 
customers,  was  announced  in  June  1988. 

• All  of  the  products  share  a common  modular  architecture  that 
uses  distributed  processors,  each  of  which  handles  a particular 
part  of  the  total  processing  task.  This  allows  Octel  to  configure 
systems  with  larger  or  smaller  numbers  of  ports  and  hours  of 
message  storage,  to  meet  specific  customer  capacity  and  price 
requirements. 

• In  May  1989,  Octel  moved  from  the  8088  microprocessor  to  the 
80386  microprocessor  as  the  central  processing  unit  for  its 
Aspen  and  Maxum  systems. 

• Each  of  Octel's  systems  can  be  purchased  with  the  following 
features: 

- Voice  mail 

- Telephone  answering 

- Automated  attendant 

- Voice  bulletin  board 

- Enhanced  call  routing 

AspenForms  for  collection  of  information 

• AspenNet  is  a software  feature  available  for  the  Aspen  product 
line  that  can  link  a large  number  of  Octel  systems  over  standard 
telephone  lines. 

• Octel's  voice  processing  systems  can  be  integrated  with  virtually 
all  major  brands  of  PBX  telephone  systems,  Centrex  systems, 
Central  Office  switches,  and  cellular  telephone  switches. 
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EXHIBIT 

OCTEL  PRODUCTS 


PRODUCT 

NUMBER  OF 
SUBSCRIBERS 
SERVED  (a) 

MAXIMUM  CALL- 
HANDLING 
CAPACITY 
PER  HOUR  (b) 

NUMBER 

OF 

PORTS 

HOURS  OF 

MESSAGE 

STORAGE 

PRICE 

RANGE 

(C) 

Aspen  Branch 

up  to  275 

215 

4-8 

4.4-1 1 

$28,000- 

$46,000 

Aspen  Branch  XP 

up  to  2,000 

590 

4-24 

5.5-145 

$38,000 

$72,000 

Aspen 

up  to  2,000 

995 

4-24 

5.5-145 

$53,000 

$259,000 

Aspen  Maxum 

up  to  10,000 

(d) 

3,660 

16-72 

17.5-304 

$163,000- 

$583,000 

VPC  100 

up  to  100 

215 

2-8 

2.5-4 

$13,500- 

$29,500 

(a)  The  number  of  users  actually  supported  will  depend  on  the  specific  customer  application. 

(b)  Assuming  a 60-second  average  call  and  a 2%  probability  of  call  blockage  during  the  busiest 
hours. 

(c)  Includes  software  for  voice  mail,  automated  attendant,  outcalling  (except  Aspen  Branch),  and 
nonintegrated  telephone  answering. 

(d)  Up  to  15,000  in  certain  voice  information  services  applications. 
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Geographic 

Markets 


• AspenLink  software  enables  Octel's  products  to  communicate 
with  external  computer  systems. 

Octel  provides  a warranty  for  parts  and  labor  on  its  products  which 

is  generally  for  twelve  months  from  the  date  of  shipment. 

• After  the  initial  product  warranty  has  expired,  maintenance  is 
provided  on  a contractual  basis  through  distributors  or  Octel, 
depending  on  the  geographical  location  of  the  client. 

• A 24-hour-per-day  telephone  support  center  is  also  available  to 
clients. 


Octel  markets  its  voice  processing  systems  to  four  target  markets 

as  follows: 

• Large  corporations:  Octel  customers  include  approximately  40 
companies  in  the  Fortune  100.  Among  the  company's  largest 
end-user  customers  are  General  Electric,  HP,  Bell  Atlantic, 
McDonald's,  New  York  Life,  and  Amoco. 

• Voice  information  service  providers:  These  customers 
purchase  voice  processing  systems  and  resell  services  to  their 
customers,  generally  for  a monthly  service  charge.  Markets 
include  cellular  telephone  service  providers,  telephone 
companies,  and  independent  service  bureaus.  All  seven  of  the 
Regional  Bell  Operating  Companies  have  purchased  Octel 
equipment. 

• International  markets:  To  date,  Octel  has  successfully  sold  its 
equipment  in  Canada,  Australia,  New  Zealand,  and  Singapore. 
Under  an  OEM  agreement,  HP  markets  Octel  systems  in 
Western  Europe. 

• Small  companies:  Octel  markets  the  VPC  100,  a limited 
capacity  system  designed  specifically  for  small,  single-site 
companies  with  10  to  100  employees.  To  date,  Octel  has 
distributed  this  product  primarily  through  an  OEM  agreement 
with  Executone  Information  Systems. 


Approximately  90%  ($78.2  million)  of  Octel's  fiscal  1989  revenue 
was  derived  from  the  U.S.  and  10%  ($9  million)  from  international 
sources. 
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For  fiscal  1988,  approximately  88%  ($42.3  million)  of  revenue  was 
derived  from  the  U.S.  and  12%  ($5.7  million)  from  international 
sources. 

Octel  has  direct  sales  offices  in  San  Francisco,  Los  Angeles, 

Dallas,  Houston,  New  York,  St.  Louis,  Detroit,  and  Chicago. 

Independent  distributors  that  market  Octel's  products  in  the  U.S. 
and  foreign  markets  include  ATS  Telephone  & Data  Systems,  Bell 
Atlanticom  Systems,  Bell  Canada,  BTE  (a  division  of  BCTel  in 
British  Columbia),  COMCO  (formerly  AAP/Reuters 
Communications,  Australia),  Contel  Material  Management 
Company,  Executone  Information  Systems,  Folec 
Communications  (Singapore),  Maritime  Telephone  and  Telegraph 
(Canada),  Northern  Telecom  Meridien  Systems  (US  WEST), 

RCA  Service  Company,  Tel  Plus  Communications,  and  SNET 
Systems. 

HP  has  an  OEM  agreement  to  market  Octel's  products  in  Western 
Europe. 
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COMPANY  BRIEF 


Cross  Industry:  Telecommunications 


Octel  Communications  Corporation 

890  Tasman  Drive 
Milpitas,  CA  95035-7439 
(408)  942-6700 

CEO:  Robert  Cohn,  President 
Private  Company 
Founded:  1982 

Employees:  1 50  (I  I /86),  125  (6/86) 
Revenue  (FYE  6/30/86):  $10,000,000* 


The  Company:  Octel  Communications  Corporation  provides  voice  messaging 
systems  for  companies  with  up  to  7,500  subscribers. 

Sources  of  Revenue: 

- Turnkey  Systems  (100%) 

Key  Products  and  Services: 

- Turnkey  Systems  (Utilizes  Octel  hardware) 

• The  first  voice  messaging  system  Octel  introduced.  Aspen,  was  developed  for 
medium  to  large  companies.  Aspen  economically  serves  100  to  2,000 
subscribers. 

• Aspen  Branch  is  a voice  messaging  system  developed  for  smaller  businesses 
and  branch  offices  and  supports  50  to  400  subscribers. 

• Aspen  Maxum,  introduced  in  1986,  serves  up  to  7,500  subscribers.  Like  the 
Aspen  and  Aspen  Branch  Systems,  Aspen  Maxum  is  a multi-application  voice 
processing  system  which  solves  communications  problems  in  the  areas  of 
messaging,  call  handling  and  routing,  and  information  dissemination.  In 
addition  to  its  standard  voice  messaging  (telephone  answering  and  voice  mail) 
software  and  automated  attendant  capabilities.  Aspen  Maxum  provides 
optional  features  such  as  Information  Center  Mailboxes  and  Enhanced  Call 
Processing. 

• The  three  systems  can  be  integrated  with  most  PBX  and  Centrex  systems  and 
networked  with  each  other  through  AspenNet  to  offer  company-wide  voice 
messaging  among  remote  locations. 

Target  Industries: 

Cross  industry 

Targets  Fortune  1 000  companies 
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Geographic  Markets; 

- U.S.,  direct  sales  from  offices  in  New  York,  Dallas,  Chicago,  and  San  Francisco, 
in  addition  to  sales  through  10  distributors 

Non-U.S.,  Australian  distributors 

Significant  Events; 

- As  of  1986,  customers  are  able  to  network  all  systems  through  AspenNet 

- Octel  is  developing  customized  voice  messaging  systems  for  the  following 
industries;  newspapers,  legal,  hotels  and  motels,  pharmaceutical,  insurance,  and 
hospitals 
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Octel  Communications 
Corporation 


Chairman  & CEO:  Robert  Cohn 

President  & COO:  W.  Michael  West 

1001  Murphy  Ranch  Road 
Milpitas,  CA  95035-7912 
Phone:  (408)  321-2000 

Fax:  (408)  321-9801 

Internet:  http://www.octel.com 


Status;  Public 

Employees:  3,000+  (10/96) 

Revenue:  $563,602,000 

Fiscal  Year  End:  6/30/96 


Key  Points 

• Octel  considers  itself  the  voice  messaging 
company,  with  an  installed  base  of  more 
than  50,000  systems  in  more  than  40 
countries. 

• In  August  1996,  Octel  was  awarded  a new 
Group  58  Telecommunications  GSA 
Schedule  contract  by  the  U.S.  General 
Services  Administration. 

c 


• In  July  1996,  a consortium  of  Canada’s 
major  telephone  companies  announced  it 
would  use  Octel’s  OcteLink™  voice 
messaging  “post  office”  as  the  underlying 
technology  for  its  Universal  Messaging 
service,  allowing  business  and  I’esidential 
telephone  subscribers  to  send  voice 
messages  to  any  voice  mailbox  in  North 
America. 

• Octel  was  selected  by  Microsoft  to  be  the 
initial  developer  of  the  voice-messaging 
functionality  for  the  Microsoft  Exchange 
server. 

• In  April  1996,  Octel  announced  that  it  would 
port  its  Unified  Messaging  technology'  to 
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Digital’s  AlphaServer  platform  running 
Windows  NT.  Octel  also  has  jointed  Digital’s 
Computer  Telephony  Partner  Program. 

Company  Description 

Octel,  founded  in  1982,  provides  a range  of 
products  and  services  for  accessing  and 
exchanging  voice  and  fax  messages  over 
worldwide  communications  networks.  The 
company  provides: 

• Integrated  messaging  software  and 
hardware  solutions  and  support  services  for 
businesses  of  all  sizes,  governments, 
educational  institutions,  telephone 
companies,  and  cellular  service  providers 

• Outsourcing  services  to  phone  companies 
and  businesses 

Operations  and  Structure 

During  fiscal  1995,  Octel’s  management  was 
reorganized  to  center  on  strategic  business 
units  that  are  focused  on  serving  the  specific 
needs  of  their  respective  markets. 

• Global  Business  Solutions — This  division 
provides  a range  of  messaging  software  and 
hardware  for  commercial  businesses  and 
institutions  of  all  sizes  through  its  Octel 
Overture™  family  of  message  servers.  Key 
target  markets  include  government, 
education,  health  care,  manufacturing,  and 
financial  services.  The  PC  Products 
Division  provides  PC-based  messaging 
solutions  to  small  and  growing  businesses, 
satellite  offices,  and  individual  departments 
of  large  corporations. 

• Voice  Information  Services — This  unit  works 
with  telecommunications  service  providers 
to  offer  enhanced  voice  mail  services  to  their 
residential,  business,  and  wireless 
customers.  Octel  provides  voice  processing 
hardware,  software,  and  services  to  regional 


Bell  operating  companies  (RBOCs), 
independent  telephone  companies,  wireless 
communications  companies,  and  service 
bureaus  around  the  world. 

• Octel  Services — This  unit  is  comprised  of 
Octel  Network  Services,  which  provides 
messaging  outsourcing  services,  and 
OcteLink,  a global  messaging  network 
designed  to  interconnect  virtually  any  voice 
messaging  system. 

Octel  has  more  than  60  U.S.  offices  in 
California,  Colorado,  Florida,  Georgia,  Illinois, 
Kansas,  Massachusetts,  Michigan,  Minnesota, 
Missouri,  New  Jersey,  New  York,  North 
Carolina,  Ohio,  Oregon,  Pennsylvania,  Texas, 
Utah,  Virginia,  and  Washington. 

The  company  has  19  international  offices  in 
Australia,  Canada,  France,  Germany,  Hong 
Kong,  Israel,  Italy,  Japan,  Spain,  and  the 
U.K. 

Octel’s  key  executives  are  listed  below. 


Octel  Key  Executives 


Name 

Title 

Robert  Cohn 

Chairman  and  CEO 

W.  Michael  West 

President  and  COO 

David  Ladd 

EVP  and  Chief  Technical 
Officer 

Jean-Yves  Dexmier 

SVP,  Chief  Financial  Officer 

Paul  Scott 

SVP,  Worldwide  Field 
Operations 

Margaret  Norton 

SVP,  Voice  Information 
Services 

Company  Strategy 

Octel’s  ultimate  goal  is  to  link  all  voice 
messaging  systems  and  services  together  over 
the  telephone  network  so  that  anyone. 
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anywhere,  with  access  to  a telephone  and 
networking  capability,  regardless  of  protocol, 
system  size,  or  geographic  location,  will  be 
able  to  send  a voice  message  to  anyone  else. 

Octel  has  developed  a two-pronged  approach 
to  address  this  global  messaging  strategy: 

• Octel  is  developing  Unified  Messaging 
products  for  voice,  fax,  and  e-mail 
messaging  in  a client/server  architecture 
using  standard  PC  and  LAN  technology. 

This  integration  brings  together  several 
discrete  technologies  into  a single  mailbox 
that  provides  user  access  from  a telephone 
or  a PC.  Octel’s  first  implementation  of 
unified  messaging  will  be  available  on 
Microsoft  Exchange,  a LAN-based, 
enterprise-wide  messaging  architecture. 

• Octel’s  goal  is  to  expand  the  messaging 
network  beyond  traditional  user  boundaries. 
Octel  has  developed  OcteLink,  a messaging 
post  office  that  allows  the  interconnection  of 
virtually  any  voice  mail  system,  regardless 
of  protocol,  system  size,  or  geographic 
location.  OcteLink’s  global  messaging 
exchange  is  intended  to  make  it  easier  to 
send  or  receive  voice  mail,  fax,  and,  in  the 
future,  e-mail  messages  and  to  link 
commercial,  residential,  and  institutional 
customers  worldwide. 

In  March  1996,  Octel  outlined  its  strategic 
roadmap  for  the  health  care  sector. 

• The  company  will  continue  to  deliver 
enhanced  voice  messaging  applications  to 
health  care  providers,  ranging  from 
automating  prescription  refills  and 
enhancing  staff  communications,  to 
streamlining  claims  processing  and  medical 


record  administration,  to  enhancing 
outpatient  services. 

• Octel  will  position  its  OcteLink  service  as 
the  voice  messaging  service  for  hospitals 
and  clinics  nationwide  and  will  continue  to 
pursue  to  new  solutions  such  as  unified 
messaging. 

Financials 

Octel’s  fiscal  1996  revenue  reached  $563.6 
million,  up  19%  over  fiscal  1995  revenue  of 
$472.6  million.  Net  income  rose  63%,  from 
$31.1  million  in  fiscal  1995  to  nearly  $50.8 
million  in  fiscal  1996. 

• Fiscal  1995  results  include  $4.7  million  in 
charges  related  to  acquired  in-process 
research  and  development  as  well  as  $2.8 
million  in  charges  related  to  Octel’s  fiscal 
1994  merger  with  \7MX.  Excluding  these 
charges,  fiscal  1995  net  income  and  earnings 
per  share  would  have  been  $36.3  million  and 
$0.73,  respectively. 

• A five-year  summary  is  shown  on  the 
following  page. 

Octel  management  attributes  fiscal  1996 
results  to  the  following: 

• Growth  in  market  share 

• Operating  efficiencies 

• Fast-growing  VlS/telco  sector 

Research  and  development  expenses  were 
approximately  $77.6  million  (14%  of  revenue) 
in  fiscal  1996,  compared  to  $73.1  million  (15% 
of  revenue)  in  fiscal  1995. 
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Octel  Communications  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

6/96 

6/95 

6/94 

6/93 

6/92 

Revenue 

$563.6 

$472.6 

$406.2 

$338.5 

$262.7 

• Percent  change  from 
previous  year 

19% 

16% 

20% 

29% 

20% 

Income  before  taxes 

$78.9 

$45.6 

$17.3 

$41.4 

$36.1 

• Percent  change  from 
previous  year 

73% 

(a) 

163% 

(b) 

(58%) 

15% 

33% 

Net  income 

$50.8 

$31.1 

$13.5 

$29.6 

$26.4 

• Percent  change  from 
previous  year 

63% 

130% 

(54%) 

12% 

49% 

Earnings  per  share  (a) 

$0.95 

$0.63 

$0.27 

$0.60 

$0.54 

• Percent  change  from 
previous  year 

51% 

133% 

(55%) 

11% 

86% 

(a)  Restated  to  reflect  a 2-for-1  stock  split  In  April  1996. 

(b)  Includes  a $4. 1 million  nonrecurring  charge  for  in-process  research  and  development  and  $2. 8 million  in 
integration  costs  associated  with  the  acquisition  of  VMX. 


Source  of  Revenue  by  Product  / Service 

Approximately  52%  of  Octel’s  fiscal  1996 
revenue  was  derived  from  Global  Business 


Solutions,  35%  from  Voice  Information 
Services,  and  13%  from  Octel  Network 
Services.  A three-year  summary  of  source 
of  revenue  bv  business  area  follows; 


Octel  Communications  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/96 

6/95 

6/94 

Item 

Revenue 

$ 

Percent 
of  Total 

Revenue 

$ 

Percent 
of  Total 

Revenue 

$ 

Percent 
of  Total 

Global  Business  Solutions 

$292.3 

52% 

$281.0 

59% 

$249.0 

61% 

Voice  Information  Services 

200.6 

35% 

130.7 

28% 

118.7 

29% 

Octel  Network  Services 

70.7 

13% 

60.9 

13% 

38.5 

10% 

Total 

$563.6 

100% 

$472.6 

100% 

$406.2 

100% 
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Market  Financials 

Approximately  35%  of  Octel’s  fiscal  1996 
revenue  was  derived  from  the 
telecommunications  industry  and  65%  from 
commercial  businesses,  government,  and 
education. 

GBS  target  markets  include  government, 
education,  health  care,  manufacturing,  and 
financial  services. 

VIS  target  markets  include 
telecommunications  services  providers. 


ONS  target  markets  include  large  U.S. 
corporate  customers  and  selected  foreign 
locations  of  its  domestic  customers;  federal, 
state,  and  local  governments;  and  not-for- 
profit  organizations. 

Geographic  Markets 

Approximately  71%  of  Octel’s  fiscal  1996 
revenue  was  derived  from  the  U.S.  and  29% 
from  international  sources.  A three-year 
geographic  summary  of  source  of  revenue 
follows: 


Octel  Communications  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/96 

6/95 

6/94 

Item 

Revenue 

$ 

Percent 
of  Total 

Revenue 

$ 

Percent 
of  Total 

Revenue 

$ 

Percent 
of  Total 

U.S. 

$402.0 

71% 

$353.6 

75% 

$308.8 

76% 

International 

161.6 

29% 

119.0 

25% 

97.4 

24% 

Total 

$563.6 

100% 

$472.6 

100% 

$406.2 

100% 

Acquisitions 

In  March  1994,  Octel  acquired  VMX,  Inc.  for 
approximately  5.4  million  shares  of  Octel 
common  stock.  The  merger  was  accounted 
for  as  a pooling  of  interests. 

• \TVIX  provided  integrated  voice  mail 
systems  and  software  products,  including 
the  VMX  100,  200,  and  300  voice 
processing  platforms. 

• As  part  of  the  merger,  Octel  also  acquired 
XTVIX’s  subsidiary,  Rhetorex,  a designer 
and  manufacturer  of  voice  processing 
components  for  PCs,  including  board-level 
hardware  and  operating  system  software. 


• \TVIX  had  revenue  of  $90.5  million  for  the 
fiscal  year  ending  June  30,  1993  and  net 
income  of  approximately  $7  million. 

• The  operations  of  \TVIX  have  been  merged 
into  Octel. 

Employees 

As  of  June  30,  1996,  Octel  had 
approximately  2,900  employees. 

The  company  currently  has  more  than  3,000 
employees  worldwide. 
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Key  Products  and  Services 

Global  Business  Solutions  (GBS) 

In  1995,  Octel  brought  its  11  separate  GBS 
products  and  Capacity  on  Demand  (COD) 
software  into  one  single  suite — the  Octel 
Overture™  family  of  message  servers,  a 
family  of  five  servers  and  three  software 
products. 

• The  product  line  is  designed  to  provide 
customers  with  better  price  performance, 
greater  flexibility  for  system  expansion, 
enhanced  management  tools,  and  Octel’s 
24-hour-per-day,  seven-day-per-week 
service  and  support. 

• The  Octel  Overture  product  line  provides 
common  features,  one  of  two  caller 
interfaces  for  those  calling  into  an  Octel 
system,  a common  pricing  arrangement, 
and  a common  networking  scheme  via  the 
OctelNet  protocols  and  the  OcteLink 
global  messaging  networks. 

• As  Octel  focuses  on  high-value  software 
applications,  the  company  will  shift  the 
value  of  its  GBS  products  from  hardware 
to  software. 

• Octel  has  developed  interfaces  that  permit 
its  systems  to  be  compatible  with  and 
communicate  directly  with  virtually  all 
major  brands  of  PBX  telephone  systems, 
central  office  switches,  and  cellular 
telephone  switches.  Integration  allows  the 
caller  to  reach  a subscriber’s  mailbox 
directly  without  dialing  the  subscriber’s 
extension  or  mailbox  number  and  allows 
message  notification  at  the  subscriber’s 
telephone. 

• Via  OctelNet,  the  company’s  networking 
software  application,  Octel  customers  on 
Octel  systems  at  different  locations  can 
exchange  messages.  Via  digital 


networking  introduced  in  1995,  customers 
can  use  their  existing  local-area  and  wide- 
area  network  infrastructures  to  transfer 
voice  messages  between  users. 

The  Octel  Overture  family  currently 
includes  the  following  systems; 

• Octel  Overture  PC  (formerly  Call 
Performer  Plus)  is  a PC-hased  system  for 
small  branch  offices  and  remote  sites. 

• Octel  Overture  200  (formerly  VMX  200)  is 
a mid-level  system  for  small  to  medium- 
sized offices  and  branch  sites. 

• Octel  Overture  250  (a  new  product 
announced  in  July  1995  that  replaces 
branch.  Aspen,  and  Maxum)  is  a mid-level 
system  for  medium-sized  businesses  or 
large  branch  offices  in  the  U.S.,  Canada, 
and  the  U.K. 

• Octel  Overture  300  (formerly  the  \TVIX 
300)  is  a mid-  to  high-end  system  for 
larger  companies  or  institutions 
worldwide. 

• Octel  Overture  350  (formerly  the  Aspen 
XCIOOO)  is  a high-end  system  designed  for 
Fortune  500  companies  in  the  U.S.  and 
Canada. 

Software  sets  for  the  corporate  market 
include  Aria™  (replaces  Aspen)  for  Octel 
Overture  350;  Serenade™  (replaces  D.I.A.L.) 
for  Octel  Overture  200  and  300;  and  Call 
Performer  Plus™  for  Octel  Overture  PC. 

Additional  applications  provided  by  Octel 
include  the  following: 

• Message  Desk®  lets  the  user  create  a 
detailed  voice  message  and  address  it  to  a 
specific  external  caller  for  confidential 
retrieval  and  reply.  This  application 
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supports  two-way  communication  between 
sales  people  and  customers,  between 
human  resources  personnel  and 
candidates,  and  between  service 
professionals  and  their  clients. 

• Vhsual  Mailbox™  gives  Octel  voice 
processing  system  users  working  on 
networked  PCs  a visual  list  of  all  voice  and 
fax  messages. 

• Fax  Access™  provides  access  to  documents 
by  fax  24  hours  a day. 

• Fax  Broadcast™  broadcasts  documents  to 
multiple  destinations  by  fax. 


• HotDes/e  is  an  enhanced  call  forwarding 
service  for  mobile  workers,  teleworkers, 
and  others  who  are  difficult  to  contact  by 
telephone. 

• SecureCall  provides  security  to  reduce  the 
risk  of  telecom  hacking. 

• Unified  Messaging  combines  voice,  fax, 
and  e-mail  messages  on  a client/server  e- 
mail  system. 

System  models  and  specifications  are 

summarized  in  the  exhibit. 


Exhibit 

GBS  Products 


Product  Name 

Number  of 
Subscribers  Served 

Number  of  Ports 

Hours  of  Message 
Storage 

Octel  Overture  PC 

2,000+ 

4-16 

12+ 

Octel  Overture  200 

up  to  5,000 

4-64 

5-540 

Octel  Overture  250 

up  to  15,000 

4-72 

5-485 

Octel  Overture  300 

up  to  10,000 

4-128 

5-1,085 

Octel  Overture  350 

up  to  30,000 

12  - 144 

5-725 

The  Octel  PC  Products  Division  provides  the 
Smooth  Operator  and  CEO  families  of  PC- 
based  voice  and  fax  messaging  products  for 
small  businesses. 

Voice  Information  Services  (MS) 

Octel’s  Sierra  platform  is  designed  for 
RBOCs  and  independent  telephone 
companies  and  other  voice  information 
services  providers. 

• Sierra  supports  multiple  voice  processing 
applications  from  within  a single  platform. 
It  is  designed  to  be  expandable  to  suit 


market  growth  and  to  handle  a large 
number  of  subscribers. 

• Sierra  is  also  designed  to  meet  Bellcore’s 
Network  Equipment  Building  System 
(NEBS)  standards. 

• When  configured  into  a cluster,  the  Sierra 
currently  supports  up  to  120,000 
subscribers,  576  ports,  and  2,192  message 
storage  hours. 

In  early  1996,  Octel  announced  a next- 
generation  client/server  architecture  for  its 
Sierra  product  line  that  allows  VIS  service 
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providers  to  build  voice  messaging  networks 
that  support  millions  of  messaging 
subscribers  on  a single  platform. 

• The  architecture  consists  of  a UNIX/RISC- 
based  application  that  serves  as  a 
dedicated  service  creation  environment,  a 
new  back-end  database  server  for  running 
the  new  application,  and  a specialized 
Sierra  Media  Server  that  stores  and 
processes  voice  and  fax  messages. 

• All  of  the  standalone  elements  are  based 
on  object-oriented  technology,  providing 
developers  with  a point-and-click 
graphical  environment. 

Outsourcing  Sendees  and  OcteLink 

Octel  Network  Services  (ONS)  offers  full 
messaging  outsourcing  services,  including 
provisioning,  capacity  planning, 
communications  contingency  services, 
system  monitoring,  user  database 
maintenance,  and  24-hour  help  desk 
services. 

• The  core  of  ONS  is  the  proprietary  Octel 
Messaging  Network,  based  in  Dallas  (TX), 
which  links  systems  across  the  U.S.  and 
Canada  as  well  as  Europe,  Japan,  Latin 
America,  and  Australia. 

• Octel  supports  systems  whether  they  are 
located  on  customers’  premises  or  in  one  of 
Octel’s  nationwide  service  centers. 

• ONS  also  provides  complete  voice 
processing  services  on  a private-label  basis 
for  resale  by  VIS  providers. 

• ONS  currently  has  more  than  600 
customers. 

OcteLink  interconnects  voice  messaging 
systems  with  networking  capabilities, 
regardless  of  protocol,  system  size,  or 


geographic  location  and  makes  possible  a 
global  network  and  an  administrative, 
service,  and  support  infrastructure  that 
enables  customers  easily  to  link  their  voice 
processing  and  other  messaging  systems  to 
Octel’s  network. 

• Messages  are  sent  to  an  OcteLink  hub  or 
“messaging  post  office”  that  processes  and 
forwards  the  message  to  the  appropriate 
recipient. 

• The  OcteLink  hubs  are  connected  via  high- 
speed, digital  data  links  designed  for  high- 
quality,  rapid  transport  of  messages. 

These  post  office  hubs  connect  voice 
processing  and  other  messaging  systems, 
sort  traffic,  and  direct  each  message  to  its 
destination. 

• The  hub  acts  as  a multimedia  gateway, 
accepting  voice,  fax,  and,  in  the  future,  e- 
mail,  with  delivery  based  on  the  recipient’s 
terminal  of  choice — telephone  (hard-wired 
or  cellular),  PC,  personal  digital  assistant, 
laptop  computer,  or  fax  machine. 

• OcteLink  currently  supports  OctelNet, 
Octel  analog,  and  Audio  Messaging 
Interchange  Specifications  (AMIS) 
messaging. 

• Support  for  the  Internet  as  a delivex'y 
network  and  additional  voice  mail  and 
communications  protocols  is  planned  for 
the  future.  Octel  will  also  make  its 
protocols  available  to  other  vendors  under 
licensing  arrangements  so  that  messages 
can  be  transmitted  more  easily. 

Customer  Support 

Octel’s  Customer  Services  Organization 
includes  field  engineers,  customer  support 
specialists,  and  applications  consultants 
who  together  provide  installation  and 
implementation  assistance  to  customers  and 
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distributors.  This  organization  also 
provides  a range  of  customer  training 
programs,  including  technical  software 
courses,  system  maintenance  courses,  and 
customer  support  courses. 

Octel  provides  a warranty  for  parts  and 
labor  on  its  products,  w’hich  is  generally  for 
12  months  from  the  date  of  shipment  or  date 
of  installation  (if  installed  by  Octel). 

• After  the  initial  warranty  period.  Octel 
maintains  and  services  its  products  under 
maintenance  contracts. 

• Warranty  and  post- warranty  service  is 
provided  from  Octet’s  district  sales  offices 
and  through  distributors,  supplemented  by 
major  Octel  support  centers  in  California, 
the  U.K.,  and  Ontario  (Canada). 

• Octel  maintains  inventories  of  spare  parts 
at  a number  of  locations  in  the  U.S.  and 
internationally,  including  all  Octel 
facilities  and  distributor  locations. 

• Octel  provides  a telephone  support  center 
24  hours  per  day  in  San  Jose  (CA)  to 
respond  to  requests  for  problem  definition 
and  resolution. 

Clients 

Octel  has  an  installed  base  of  more  than 
50,000  systems  in  more  than  40  countries, 
representing  a total  of  40  million  mailboxes. 
The  company’s  top  five  customers  average 
285  systems  each;  the  top  25  customers 
average  152  systems  each. 

Business  customers  include  more  than  75% 
of  the  U.S.  Fortune  50.  Among  the  largest 
customei’s  are  General  Electric,  Coca-Cola, 
Amoco,  Hewlett-Packard,  McDonalds,  New 
York  Life,  and  Prudential  Insurance. 


Service  provider  customers  include  major 
telephone  and  cellular  companies 
worldwide,  including  AT&T  Wireless,  U S 
WEST,  Bell  Canada,  Brooks  Fiber 
Communications,  Telecom  Eireann, 

NYNEX,  Ameritech,  Digital  Phone  Group 
(Japan),  Smartone  (Hong  Kong),  Vodacom 
(South  Africa),  SIP  (Italy),  Mannesmann 
Mobilfunk  (Germany),  and  Radiolinja 
(Finland).  Octel  has  more  than  1,200  \TS 
systems  installed  in  25  countries  with  more 
than  20  million  mailboxes  in  use. 

Marketing  and  Sales 

Octel  sells  and  supports  its  voice  processing 
systems  through  direct  sales,  independent 
distributors,  VARs,  and  OEMs. 

Direct  sales  operations  in  the  U.S.  are 
conducted  from  more  than  60  field  offices. 

• The  domestic  GBS  sales  force  is  structured 
into  four  geographic  areas,  with  each 
group  responsible  for  sales  (distributor, 
direct,  and  national  account)  within  its 
area. 

• A separate  sales  force  is  focused  on 
opportunities  in  the  domestic  VIS  market. 

International  direct  sales  operations  are 
conducted  from  19  offices.  Sales  are 
structured  into  three  geographic 
territories — Canada,  Europe,  and 
Intercontinental,  which  includes  the 
Asia/Pacific  I'egion  and  Latin  America. 

Alliances 

Octel  and  Alcatel  Austria  AG  have  a joint 
product  development  and  distribution 
agreement  whereby  Alcatel  distributes  and 
supports  Octel’s  voice  information 
processing  products  outside  the  U.S.  and 
Canada. 
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QUALCOMM  is  an  authorized  sales  agent 
for  Octel’s  Sierra  voice  processing  platform 
and  applications  in  the  global  wireless 
market. 

In  August  1996,  Octel  announced  that  its 
Octel  Overture  250  and  350  message  servers 
would  be  marketed  by  Sprint.  Sprint’s  Local 
Telecommunications  Division  wall  also  act  as 
a distributor  for  the  Octel  Overture  PC 
message  server. 

In  June  1996,  Octel  and  Bell  Canada 
announced  an  agreement  to  jointly  develop 
advanced  network-based  messaging 
applications  for  the  voice  information 
services  market. 

Octel  also  has  distribution  alliances  with 
nearly  20  other  organizations,  including  Bull 
S.A.,  Telefon  AB,  LM  Ericsson,  Hitachi, 
Italtel,  J.S.  Telecom,  Mercury 
Communications  (a  subsidiary  of  Cable  & 
Wireless  Group),  and  Siemens  AG. 

Competitors 

Octel’s  major  competitors,  by  product/service 
area,  include  the  following; 

• Global  Business  Solutions — In  the 
corporate  and  institutional  markets,  Octel 
competes  primarily  with  two  types  of 
companies:  PBX  manufacturers  (including 
Lucent  Technologies,  Northern  Telecom 
Limited,  and  Siemens  Rolm 
Communications,  Inc.)  and  independent 
voice  processing  manufacturers,  such  as 
Centigram  Communications  Corporation, 
as  well  as  PC-based  system  suppliers, 
including  Active  Voice  Corporation  and 
Applied  Voice  Technology,  Inc. 


• Voice  Information  Services — Competitors 
in  this  market  include  Boston  Technology, 
Centigram,  Converse,  Digital  Sound, 
Glenayre,  and  Unisys. 

• Octel  Network  Services — In  the 
outsourcing  market,  Octel  competes  with 
other  voice  processing  services  providers 
and  with  equipment  manufacturers. 

Other  service  suppliers  include 
independent  companies  such  as 
VoiceComm  and  VoiceTel. 

Assessment 

Octel  considers  its  strengths  to  include: 

• Large  installed  base/global  presence 

• Broad  product  line 

• Compatibility  with  PBX  systems 

• Upgradeability 

• Enterprise-wide  networking 

• Outsourcing  capabilities 

• Strong  distribution  partners 

Challenges  over  the  coming  year  include: 

• Competition  from  PBX  manufacturers 

• Changing  market  conditions/confusion  in 
the  marketplace 

• Need  to  introduce  new  technology  in  a 
timely  way 
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ODESTA  CORPORATION  Daniel  Cheifetz,  President  and  Founder 

4084  Commercial  Avenue  David  Rubin,  CEO 

Northbrook,  IL  60062  Private  Company 


(312)  498-5615 

Total  Employees:  85 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $7,000,000* 

* INPUT  estimate 

The  Company 

c 

Odesta  Corporation,  founded  in  1982,  develops  and  markets  a 
range  of  software  products  for  business  users  and  application 
developers.  Its  products  are  used  for  information  management, 
access,  and  analysis  in  standalone  and  networked  Macintosh  and 
DEC  VAX  environments. 

• Odesta  is  an  original  Macintosh  developer  for  Apple  Computer 
and  the  first  Macintosh  developer  to  join  with  DEC  in  a 
cooperative  marketing  alliance. 

• Odesta's  first  Macintosh  software  package,  a data  base  product 
called  Helix^,  was  released  in  January  1985.  Since  then,  the 
company  has  extended  the  Helix  technology  from  a standalone 
data  base  to  a networked  client/server  data  base  development 
environment.  The  Helix  technology  also  forms  the  basis  for 
other  Odesta  products. 

• Odesta's  product  line  has  grown  to  include  the  Helix  data  base 
family  (which  includes  Double  Helix™  version  3.0,  Multiuser 
Helix™,  Runtime  Helix™,  and  Helix  VMX™);  GeoQuery^,  an 
interactive  map  interface  to  sales  and  marketing  data;  Data 
Desk*^,  a graphical  data  analysis  and  statistics  package;  and  the 
Odesta  Document  Management  Systems™,  a family  of 
workflow  and  document  management  applications. 

• Odesta  has  sold  over  75,000  copies  of  its  software  products  to 
individuals  and  organizations  worldwide. 

Key  Products  and 
Services 

One  hundred  percent  of  Odesta's  revenue  is  derived  from  software 
products  and  associated  support  services. 

c 

Central  to  the  Odesta  line  of  software  products  is  the  Helix  data 
base  development  environment.  The  Helix  family  includes  the 
following  products: 
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• Double  Helbc  version  3.0  is  a full-featured  data  base 
management  system  for  the  Macintosh,  Application 
development  is  totally  icon-driven  and  there  is  no  command 
interface. 

- Double  Helix  features  a range  of  development  tools, 
including  over  100  visual  tiles  to  create  calculations  and 
operations,  a forms  manager,  and  a report  writer  used  to 
build  applications. 

- More  than  45,000  copies  of  Double  Helbc  have  been  shipped 
since  its  introduction  in  1986.  Double  Helbc  is  priced  at 
$595. 

• Multiuser  Helbc  allows  users  to  develop  and  share  Helbc 
applications  on  networked  Macintoshes  without  the  need  for  a 
dedicated  file  server. 

- With  Multiuser,  an  organization  can  expand  from  a 
standalone  to  a workgroup  environment  without  additional 
investment  in  hardware  or  software.  Multiuser  Helbc 
supports  AppleTalk  and  EtherTalk  networks  and  is 
expandable  to  run  on  DEC  VAX  using  Helbc  VMX. 

- Multiuser  Helix  is  priced  at  $495  and  supports  four  users. 
Additional  network  user  licenses  are  available  for  $150. 

• Helbc  VMX  is  a VAX/VMS  networked  implementation  of 
Double  Helbc  that  allows  users  on  client  Macintoshes  and  VT 
terminals  to  access  data  bases  residing  on  server  VAX/VMS 
systems. 

- With  Helbc  VMX,  users  can  create  VAX  applications  on  the 
Macintosh.  Helbc  VMX  is  compatible  with  existing 
AppleTalk,  Ethernet,  and  DECnet  installations. 

- Pricing  begins  at  $4,500,  depending  on  the  central  processor. 

• Runtime  Helbc  is  a software  package  that  allows  an  individual 
to  run  a Double  Helbc  application  without  owning  a copy  of 
Double  Helix.  Runtime  Helix  allows  VARs,  OEMs,  and 
corporate  application  developers  to  distribute  Double  Helbc 
applications  cost-effectively  to  end  users.  Runtime  Helix  is 
priced  at  $125  per  user. 

During  1988,  Odesta  extended  its  product  family  with  two  new 

business  application  software  packages  for  professionals  in  sales 
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and  marketing,  statistical  research,  and  financial  analysis  as 
follows: 

• GeoQuery  is  a Macintosh  business  software  package  for  sales 
and  marketing  professionals  that  features  built-in  maps  for 
visually  analyzing  and  presenting  information.  The  product's 
visual  interface  and  geographic  information  allows  users  to 
analyze  data  about  people  and  places  from  any  file, 
spreadsheet,  or  data  base. 

- Applications  include  target  mailings,  lead  tracking,  territory 
management,  site  and  travel  planning,  and  sales  analysis. 

- GeoQuery  supports  Apple's  CL/1  connectivity  language, 
providing  users  with  transparent  access  to  corporate  data  on 
VAX  and  mainframe  computers. 

- GeoQuery  is  priced  at  $349. 

• Data  Desk  version  3.0  is  an  exploratory  data  analysis  and 
statistics  package  for  the  Macintosh.  Data  Desk  provides  a 
fully-integrated  environment  specifically  designed  for  data 
analysis,  combining  statistics  and  exploratory  data  analysis 
principles.  This  software  is  priced  at  $595. 

Qdesta's  focus  on  business  solutions  has  resulted  in  the 
development  of  a workflow  and  document  management  system 
designed  to  run  over  an  office  network,  using  standard  hardware, 
software,  communications,  and  networking  systems. 

• Qdesta  Document  Management  Systems  (ODMS),  shipped  in 
December  1988,  is  the  first  family  of  workflow  and  document 
management  applications  for  heterogeneous  computing 
environments. 

- With  QDMS,  users  can  store,  share,  and  retrieve  any  type  of 
document.  Workgroups  and  managers  can  automatically 
track  the  status,  deadlines,  projects,  and  people  involved  with 
document  creation  and  production. 

- QDMS  runs  in  a client/server  environment  of  Macintosh 
host/servers,  VT  terminals,  and  Macintosh  clients, 
supporting  all  VAX  and  Macintosh  documents  and  files  as 
well  as  PC  document  management  via  VMS  Services  for  MS- 
DQS.  QDMS  also  supports  DEC'S  Compound  Document 
Architecture  (CDA)  and  Network  Applications  Support 
(NAS). 


December  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  3 of  4 


ODESTA  CORPORATION 


INPUT 


Industry  Markets 


Geographic 

Markets 


- ODMS  pricing  begins  at  $18,000,  depending  on  the 
application. 

In  addition  to  product  sales,  Odesta  provides  technical  support 
services  and  training  for  all  of  its  products.  It  also  provides 
application  consulting  services  and  customer  development  of 
complete  business  solutions  on  a select  basis. 


Odesta  markets  its  products  worldwide  through  channels  including 
direct  sales,  distributor-to-dealer  agreements,  site  licensing 
agreements,  VARs  and  OEMs,  and  cooperative  marketing 
partners.  Odesta  holds  marketing  alliances  with  Apple  Computer 
and  DEC. 

Major  customers  include  Air  Canada,  Apple  Computer,  Chase 
Manhattan  Bank,  Eli  Lilly  & Co.,  Federal  Express,  General 
Dynamics,  General  Electric  Co.,  Hughes  Aircraft,  Martin 
Marietta,  New  York  Daily  News,  Northern  Telecom,  University  of 
California,  and  Walt  Disney  Productions. 


Approximately  85%  of  Odesta's  1989  revenue  was  derived  from 
the  U.S.  and  15%  from  international  sources. 

Odesta  offers  product  sales,  training,  and  support  from  regional 
offices  in  San  Francisco  and  New  England,  and  has  international 
distributors  in  Australia,  Belgium,  England,  France,  Holland, 
Germany,  Italy,  Norway,  Spain,  Sweden,  and  Switzerland. 
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Cross  Industry:  Other 


Office  Solutions,  Inc. 

2802  Coho  Street 

Madison,  W1  53713 

(608)  274-5047  or  (800)  228-0747 

CEO:  Jan  Eddy,  President 
Private  Company 
Founded:  1983 

Employees:  50  (6/86) 

Revenue  (FYE  12/31/85):  $2.1  million* 


The  Company:  Develops  and  markets  word  processing  software  utilizing  IBM  and 
compatible  microcomputers 

Sources  of  Revenue: 

Application  Software  (100%) 

Key  Products: 

Application  Software  Products  (Utilizes  IBM  PC/XT/AT) 

• Word  processing  (Office  Writer) 

Target  Customers: 

Large  corporations 
Universities 
Federal  government 

Geographic  Markets: 

U.S.  and  Non-U.S. 

Sales  Office:  Madison  (Wl) 

Product  sold  primarily  through  microcomputer  dealers  and  through  direct  sales  to 
large  corporations 

Significant  Event: 

General  Electric/RCA  signed  a site  licensing  agreement  in  January  1986 

Other: 

The  company  offers  a Volume  Purchase  Program,  Local  Area  Network  Program, 
Site  Licensing,  and  National  Accounts  Program 

Office  Solutions,  Inc.  plans  to  open  sales  offices  in  Chicago,  Los  Angeles,  and 
Washington,  D.C. 

The  company  plans  to  concentrate  future  marketing  campaigns  on  the  legal  and 
government  markets 
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COMPANY  HIGHLIGHT 


OHIO  VALLEY  DATA 
CONTROL,  INC. 

2505  Washington  Boulevard 
Belpre,  OH  45714 
(614) 423-9501 


Robert  W.  Bom,  President 
Private  Corporation 
Total  Employees;  145 
Total  Revenue,  Fiscal  Year 
End  6/30/81:  $4,734,000 


THE  COMPANY 

• Ohio  Valley  Data  Control  was  founded  in  1965  to  provide  processing  services. 
A small  percentage  of  the  company's  revenue  comes  from  DEC  OEM  sales, 
software  products,  and  custom  programming. 

• Fiscal  1981  revenue  rose  9%  over  1980  as  reflected  below: 

OHIO  VALLEY  DATA  CONTROL,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


YEAR 

ITEM 

6/81 

6/80 

6/79 

6/78 

6/77 

Revenue 

. Percent  increase 

$ 4,734 

$ 4,325 

$ 3,810 

$ 3,375 

$ 2,761 

from  previous  year 

9% 

14% 

13% 

22% 

NA 

• Management  estimates  fiscal  1982  revenue  will  reach  $5.2  million,  an  increase 
of  10%  over  1981  revenue. 


• Kanawha  Valley  Data  Control,  Inc.,  a wholly  owned  subsidiary  of  Ohio  Valley 
Data  Control,  was  incorporated  to  provide  processing  services  in  West 
Virginia. 

• Ohio  Valley  Data  Control's  145  employees  are  divided  by  function  as  follows: 


- 

Marketing/sales 

2 

- 

Technical/program  development 

16 

- 

Customer  support 

12 

- 

Computer  operations 

84 

Genera  I/administrative 

31 

145 
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KEY  PRODUCTS  AND  SERVICES 

• In  fiscal  1981,  almost  all  Ohio  Valley  Data  Control's  revenue  was  derived  from 
processing  services,  30%  from  interactive  processing  and  70%  from  batch 
processing.  Less  than  1%  of  revenue  was  derived  from  hardware  and  software 
sales. 

• Ohio  Valley  provides  processing  services  to  more  than  100  commercial  banks, 
200  payroll  customers,  and  10  water  utility  billing  customers. 

About  30%  of  Ohio  Valley  Data  Control's  bank  clients  have  on-line 
capabilities  via  NCR  and/or  Burroughs  terminals.  Five  bank  clients  use 
remote  batch  processing. 

The  remaining  clients  use  batch  processing. 

Applications  available  are  shown  in  the  exhibit. 

• Ohio  Valley  Data  Control  does  not  actively  market  its  software  but  yearly 
sells  on  average  of  nine  packages  valued  at  $2,500  each.  These  application 
products  are  the  same  ones  available  through  the  company's  processing 
service. 

Two-thirds  of  the  sales  are  for  general  accounting  software  that  runs  on 
DEC  small  business  systems. 

One-third  of  the  sales  ore  for  miscellaneous  software  for  Burroughs 
medium-size  systems. 

• Custom  programming  services  are  provided  to  existing  clients  when  standard 
software  packages  are  not  available.  Past  projects  include  the  development 
of:  dairy  route  settlement,  general  ledger  and  most  financial  services. 

INDUSTRY  MARKETS 

Banking  and  finance  80% 

Other  (utility,  retail,  payroll)  20% 

GEOGRAPHIC  MARKETS 

• Virtually  all  Ohio  Valley  Data  Control's  clients  are  in  Ohio  and  West  Virginia. 

• Branch  offices  are  located  in  Beckley  (WV),  Dunbar  (WV),  and  Wheeling  (WV). 

COMPUTER  HARDWARE 

I Burroughs  B4800 
I Burroughs  B4700 

1 Burroughs  B3700 

2 Burroughs  B 1 800s 

2 Hewlett  Packard  HP lOOOs 
I DEC  PDP  1 1 /34 
I DEC  PDP  11/44 
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EXHIBIT 


OHIO  VALLEY 
NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

- BURROUGHS  B4800,  B4700,  B3700,  B1800 
MCB6.2 

• PROGRAMMING  LANGUAGE 

- COBOL 

• BANKING  AND  FINANCE 

- DEMAND  DEPOSIT  ACCOUNTS 

- SAVINGS  ACCOUNTS 

- INSTALLMENT  LOANS 

- MORTGAGE  LOANS 

- CLUB  ACCOUNTS 

- GENERAL  LEDGER 

- COMMERCIAL  LOANS 

- CERTIFICATE  OF  DEPOSIT 

- STOCK  REGISTER 

- CENTRAL  INFORMATION  FILES 

• UTILITY 

- UTILITY  BILLING 

• OTHER  APPLICATIONS 

- PAYROLL 


APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

- DEC  PDP  11/34,  11/44; 

- HP1000 

• PROGRAMMING  LANGUAGE 

- DIBOL 

• FINANCIAL  APPLICATIONS 

- GENERAL  LEDGER 

- ACCOUNTS  PAYABLE 

- ACCOUNTS  RECEIVABLE 

- ORDER  ENTRY 

- FIXED  ASSET  ACCOUNTING 

- PAYROLL 
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A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


September  1996 


Omnipoint  Corporation 


Chairman, 

President  & CEO:  Douglas  G.  Smith 

2000  North  14th  Street 
Suite  550 

Arlington,  VA  22201 
Phone:  (703)  522-7778 

Fax:  (703)  522-7747 

Internet:  http://www.omnipoint.com 


Status:  Public 

Employees:  438  (9/96) 

Fiscal  Year  End:  12/31/95 


Key  Points 

• Omnipoint  Corporation  (Omnipoint), 
develops  next-generation  wireless 
communications  technology  and  equipment 
for  personal  communication  services  (PCS). 

• In  January  1996,  Omnipoint  went  public 
and  began  trading  in  the  NASDAQ  National 
Market. 

• The  company  holds  a PCS  service  license  for 
the  New  York  Major  Trading  Area  (MTA), 
the  largest  MTA  in  the  U.S. 


Company  Description 

Omnipoint  was  incorporated  in  1987  to 
design,  develop,  manufacture,  and  market 
wireless  digital  communications  products. 

Until  1991,  the  company  concentrated  on 
developing  and  refining  its  core  technology, 
the  proprietary  Omnipoint®  system,  based  on 
direct  sequence  spread  spectrum.  By  1992, 
the  company  had  developed  several  working 
prototypes  for  various  wireless  voice,  data, 
and  digitized  compressed  video  transmission 
projects. 

In  1992,  the  principal  focus  of  the  company 
shifted  from  production  of  prototype 
equipment  for  third  parties  in  the 


INPUT  1996  Reproduction  prohibited 


VA-96 


All  brand  names  and  product  names  are  acknowledged  to  be  trademarks  or  registered  trademarks  of  their  owners. 


Page  1 of  6 


INPUT  Vendor  Profile 


communications  industry  to  the  development 
of  its  PCS  business. 

In  January  1996,  Omnipoint  completed  an 
initial  public  offering  of  approximately  eight 
million  shares  of  common  stock. 

• Net  proceeds  from  the  offering  were 
approximately  $118.4  million. 

• Proceeds  will  be  used  for  payments  and 
capital  expenditures  related  to  the 
Entrepreneurs’  Band  licenses  (consisting  of 
30  MHz  of  spectrum)  and  networks  for  the 
New  York  MTA  operations,  payments  for 
the  New  York  MTA  license,  PCS  hcenses, 
working  capital  for  the  Omnipoint 
technology  and  equipment  division,  and  for 
general  corporate  purposes. 

In  June  1996,  the  company  made  a second 
pubhc  offering  of  six  milhon  shares. 
Estimated  net  proceeds  were  $110.8  milhon. 

Organization  and  Structure 

Omnipoint  is  comprised  of  a technology 
division  and  several  subsidiaries  as  follows: 

• Omnipoint  Technology  Division, 
headquartered  in  Colorado  Springs  (CO) 

• Omnipoint  Communications,  Inc.  (OCI), 
based  in  Mountain  Lakes  (NJ),  is 
Omnipoint’s  PCS  service  operator  division. 

- OCI  is  the  holder  of  the  New  York  MTA 
License,  and  will  operate  the  service 
business  in  the  New  York  MTA. 

- OCI  has  facilities  in  Mountain  Lakes  (NJ) 
and  houses  its  network  control  center  in 
Wayne  (NJ). 

• Omnipoint  PCS,  Inc.  (OPI)  is  a wholly 
owned  subsidiary  whose  sole  asset  is  a 
95.58%  ownership  interest  in  OCI. 


• OPCSE,  through  which  Omnipoint  bid 
successfully  for  18  BTA  (Basic  Trading 
Area)  licenses  in  the  Entrepreneurs’  Band 
auction. 

• OPCS  Corp.  is  a wholly  owned  subsidiary 
whose  sole  asset  is  100%  of  the  stock  of 
OPCSE. 

Omnipoint  is  headquartered  in  Arlington 
(VA).  The  company’s  Development  Center  is 
located  in  Colorado  Springs  (CO),  as  are  its 
sales,  marketing,  and  support  personnel. 

Omnipoint  also  has  offices  in  Washington 
(DC),  Fort  Worth  (TX),  Boston  (MA),  and 
Northern  California. 

Company  Strategy 

Omnipoint’s  strategy  is  to  become  a leading 
provider  of  wireless  services  and  products. 
Elements  of  this  strategy  include  the 
following: 

• Supplying  and  operating  PCS  networks  in 
the  northeast  region  of  the  U.S. 

• Providing  wireless  CAP  (competitive  access 
provider)  services 

• Expanding  the  company’s  PCS  service  area 
through  participation  in  future  FCC  PCS 
auctions 

• Establishing  the  Omnipoint  System  as  a 
leading  PCS  standard 

• Stimulating  demand  for  PCS  voice  and  data 
service 

• Attracting  subscribers  by  providing  superior 
service  and  reliability,  at  attractive  prices, 
by  combining  the  Omnipoint  System  and  the 
GSM  (global  system  for  mobile 
communications)  distributed  networking 
architecture 
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• Capitalizing  on  opportunities  in  developing 
international  markets  for  wireless 
applications 

Omnipoint  plans  to  offer  a variety  of  services 
to  its  customers,  including  voice  and  data 
transmission,  call  forwarding,  call  waiting, 
and  paging  capability. 

Financials 

During  1995,  the  company  generated  no 
revenue  as  it  converted  from  a focus  on 
developing  specific  wireless  applications  for 
third  parties  to  preparing  for  the  construction 
and  rollout  of  PCS  services  for  Omnipoint’s 
newly  issued  New  York  license. 

• Prior  to  1995,  the  company  generated 
limited  revenue  primarily  from  license  fees, 
research  and  development  services,  and 
prototype  equipment  sales  related  to  its 
proprietary  technology. 

• To  date,  the  company  has  sold  PCS 
equipment  only  for  trials,  and  does  not 
expect  to  have  significant  PCS  equipment 
revenue  before  1998. 

During  1995,  Omnipoint  incurred  net  losses  of 
$37.8  million,  compared  to  net  losses  of  $9.3 
million  in  1994,  and  net  losses  of  $6.2  million 
during  1993. 

• During  1995,  the  company  increased 
research  and  development  expenditures  by 
more  than  200%  and  doubled  the  number  of 
employees. 

• The  company’s  SG&A  expenditures 
increased  proportionately. 

Omnipoint  reported  a loss  of  $ 37.4  million  for 
the  six  months  ending  June  30,  1996,  due  to 
the  company’s  increased  investment  in  the 
buildout  of  its  wireless  PCS  network  for  the 
New  York  MTA. 


Employees 

As  of  March  31,  1996,  Omnipoint  had  234 
employees,  segmented  as  follows: 


Engineering 175 

Sales,  marketing,  and 

product  management 12 

Administration  and  finance ^ 


234 

The  company  currently  has  438  employees. 

Key  Products  and  Services 

Service 

Omnipoint’s  service  business  will  provide 
wireless  mobile  and  fixed  communications 
service  in  its  markets. 

• The  service  is  intended  to  provide  private, 
secure,  and  enhanced  voice,  high-speed 
data,  paging  services,  and  imaging 
capabilities  for  both  the  office  and  mobile 
coverage. 

• The  company  has  plans  for  a service  with 
enhanced  features,  including  voice  mail,  call 
forwarding,  and  call  waiting. 

• Omnipoint  plans  to  build  all  of  its  networks 
integrating  its  IS-661  technology  with  the 
GSM  system. 

• A pilot  system  has  been  installed  in 
Manhattan,  comprising  a limited  number  of 
Omnipoint  base  stations. 

Omnipoint  expects  to  provide  wireless 
communications  services  in  areas  covering 
approximately  40.3  million  POPs  (population 
equivalent). 

• Based  on  POPs,  this  would  make  Omnipoint 
the  fifth  largest  PCS  licensee  in  the  U.S. 

• Of  the  company’s  38  BTAs  (Basic  Trading 
Areas),  35  of  them,  comprising  97%  of  the 
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company’s  POPs,  are  located  in  a contiguous 
area  in  the  northeast  region  of  the  U.S. 

• Omnipoint  holds  a PCS  service  license  for 
the  New  York  MTA,  the  largest  MTA  in  the 
U.S.,  with  approximately  27  million  POPs. 

• The  company  recently  received  additional 
PCS  licenses  for  18  BTAs  with  about  13.4 
million  POPs,  including  the  Philadelphia, 
Atlantic  City,  Buffalo,  and  Rochester  BTAs. 

Omnipoint  plans  to  offer  wireless  CAP 
(competitive  access  provider)  services  to  small 
and  medium-sized  businesses,  allowing  users 
to  bypass  the  local  telephone  exchange, 
resulting  in  lower  prices. 

• Wireless  CAP  services  will  operate  through 
radio  units  installed  by  Omnipoint  at  the 
customer’s  site,  and  communicating 
wirelessly  with  Omnipoint’s  base  stations. 

• Omnipoint  intends  initially  to  target 
business  locations  for  which  alternative 
bypass  facilities  are  not  as  economical  as 
wireless  CAP  services. 

Technology 

Omnipoint’s  proprietary  technology  is  one  of 
four  competing  common  air  interface  (CAI) 
standards  that  have  been  elected  by  PCS 
license  holders  in  the  U.S.  to  serve  the  mobile 
PCS  market. 

• The  Omnipoint  System  technology  provides 
compatibihty  with  other  networks,  including 
AIN  or  GSM-based  public  network 
infrastructures,  and  almost  any  private 
system,  including  Centrex,  PBXs,  and  key 
systems. 

• The  Omnipoint  technology  for  wireless 
transmission  is  based  on  direct  sequence 
spread  spectrum  and  a systems  architecture 
for  wireless  digital  radio  communications. 


• Omnipoint’s  technology  will  be  integrated 
with  wireless  GSM  networks  and  local 
telephone  switching  platforms. 

• The  Omnipoint  System  is  suitable  for  a 
variety  of  digital  wireless  applications, 
including  mobile  network  systems  and  fixed 
wireless  local  loop  (WLL). 

The  company  plans  to  focus  its  initial 
domestic  WLL  activities  on  providing  wireless 
CAP  services  in  the  New  York  MTA  and  other 
targeted  cities  to  businesses  in  small  and 
medium-sized  locations,  whose  capacity 
requirements  do  not  justify  the  expense  of 
alternative  bypass  technologies  such  as  leased 
line,  fiber,  or  microwave. 

Omnipoint  intends  to  become  the  first  PCS 
operator  to  begin  commercial  services  in  the 
New  York  market — by  the  fourth  quarter  of 
1996.  Omnipoint’s  operating  company,  OCI, 
has  passed  certain  milestones  in  preparation 
for  this  goal,  including  the  following: 

• Successful  completion  of  phone  calls  in  the 
New  York  market  using  IS-661  technology 

• Winning  18  Basic  Trading  Area  licenses  in 
the  FCC’s  “C-block”  auction,  which  OCI 
expected  to  be  issued  in  late  August  1996 

• The  completion  of  an  infrastructure  and 
handset  equipment  supply  contract  with 
Ericsson,  Inc. 

• Installation  of  its  switch  in  Wayne  (NJ) 

In  addition,  Omnipoint  has  acquired  the 
rights  to  more  than  5,000  sites  in  the  New 
York  MTA  as  possible  locations  for  cell  sites  in 
the  future. 

Marketing  and  Sales 

Omnipoint’s  marketing  strategy  is  to  pursue 
multiple  distribution  channels  through  which 
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to  market  its  services,  generally  on  a 
nonexclusive  basis,  including  a direct  sales 
force,  retail  stores,  third-party  distributors  or 
agents,  and  possibly  the  use  of  telemarketing 
and  direct  mail  channels. 

Alliances 

Omnipoint  has  established  strategic 
relationships  with  Northern  Telecom  Inc., 
Ericsson,  Inc.,  Texas  Instruments,  Inc.,  and 
Hansol  Paper  Co.,  Ltd.  and  its  telecom 
affiliates. 

Omnipoint  and  Northern  Telecom  have 
formed  a series  of  OEM  equipment  and  supply 
agreements,  in  addition  to  a vendor  financing 
agreement. 

• Northern  Telecom  has  agreed  to  purchase 
core  electronics,  primarily  radio  and  digital 
cards  for  base  stations,  and  software. 

• Northern  Telecom  will  sell  Omnipoint/ 
Northern  Telecom  integrated  systems  to 
PCS  operators,  including  Omnipoint. 

• The  financing  agreement  will  provide 
Omnipoint  with  financing  for  the  purchases 
to  build  out  the  New  York  network. 

• Omnipoint  has  agreed  to  make  certain 
product  upgrades  and  warranties  available 
to  Northern  Telecom’s  customers. 

• During  1994,  Omnipoint  and  Northern 
Telecom  entered  into  a supply  agreement 
whereby  Omnipoint  would  purchase  $100 
million  of  equipment  and  services  over  the 
following  five  years.  In  1995,  the  agreement 
was  amended,  increasing  the  purchase 
amount  to  $250  million. 

In  April  1996,  Omnipoint  and  Ericsson 
entered  into  agreements  providing  for  the 
following: 


• The  licensing  and  supply  arrangement 
related  to  the  Omnipoint  System.  Ericsson 
will  pay  license  fees  and  royalties,  including 
an  initial  $4.5  million  license  fee. 

• The  purchase  by  OCI  or  other  Omnipoint 
affiliates  of  GSM  handsets 

• The  sale  by  Ericssson  of  IS-661  and  GSM 
infrastructure  equipment 

- Omnipoint  will  purchase  a combined  total 
of  $250  million  of  IS-661  and  PCS  1900 
infrastructure  equipment,  in  addition  to 
GSM  handsets,  within  a five-year  period. 

- In  April  1996,  Omnipoint  entered  into  a 
nonbinding  agreement  with  Orbitel  Mobile 
Communications,  Ltd.,  a wholly  owned 
subsidiary  of  Ericsson,  whereby  Orbitel 
will  develop,  manufacture,  and  supply 
Omnipoint  with  IS-661  and  dual-mode  IS- 
661/PCS  1900  handsets. 

• Cooperative  marketing,  standards,  and 
technical  activities 

In  December  1995,  Omnipoint  granted  Hansol 
Paper  Co.,  Ltd.  a nonexclusive  license  to 
manufacture  Omnipoint  systems  handsets, 
and  entered  into  a strategic  alliance  for  the 
promotion  of  the  Omnipoint  System  in  the 
Republic  of  Korea  and  other  parts  of  Asia. 

• Omnipoint  has  agreed  to  purchase  Hansol 
manufactured  handsets  for  sale  to 
subscribers  in  areas  covered  by  Omnipoint’s 
Entrepreneurs’  Band  markets. 

• The  agreement  is  subject  to  preconditions 
such  as  competitive  pricing,  quality,  and 
availability. 

• Hansol  retains  the  right  to  designate 
management  representatives,  as  well  as 
having  engineers  and  other  personnel 
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working  with  Omnipoint  to  develop  the 
company’s  networks. 

In  March  1995,  Omnipoint  and  Northern 
Telecom  entered  into  a five-year  collaborative 
development  agreement  whereby  the 
companies  have  agreed  to  commit  resources  to 
various  joint  projects. 

In  February  1995,  Omnipoint  entered  into  a 
manufacturing  license  agreement  with 
Northern  Telecom  in  conjunction  with  the 
OEM  supply  agreement. 

• Omnipoint  has  agreed  to  give  Northern 
Telecom  an  option  to  receive  the  non- 
exclusive worldwide  right  to  use,  modify, 
manufacture,  or  have  manufactured  all  of 
the  products  supplied  by  Omnipoint  under 
the  OEM  supply  agreement. 

• The  manufacturing  license  agreement  has 
an  initial  five-year  term  and  may  be 
extended  for  additional  one-year  terms. 

Omnipoint  also  has  memoranda  of 
understanding  with  GSM-based  PCS 
providers  such  as  PacBell,  Bell  South, 

Western  Wireless,  InterCel,  APC,  and  APT. 
These  agreements  provide  for  the  following: 

• Providing  subscribers  with  roaming 
capability  in  the  markets  where  the  parties 
will  operate  PCS  services 

• Conducting  joint  tests  of  Omnipoint’s 
technology 

• Establishing  PCS  infrastructure  and 
handset  standards 

• Conducting  joint  marketing  efforts 

Competition 

In  addition  to  Omnipoint’s  technology,  there 
are  three  competing  technology  standards: 


PCS  1900 — The  TDMA-based  technology 
widely  believed  to  be  a leading  contender  for 
further  deployment 

• Supporters  of  this  technology  include 
Ericsson,  Motorola,  NOKIA  Mobile  Phones, 
and  Northern  Telecom. 

• Seven  U.S.  service  operators  with  A and  B 
Block  licenses  have  committed  to  this 
technology. 

IS-95  CDMA — The  CDMA  standard  proposed 
to  be  an  upgrade  to  digital  service  of  existing 
analog  cellular  service 

• QUALCOMM  is  the  primary  sponsor  of  this 
technology  for  PCS  service.  It  has  also 
received  support  from  Motorola,  AT&T 
Wireless,  and  Northern  Telecom. 

• IS-95  service  supporters  include  Sprint 
Spectrum  and  Bell  Atlantic,  NYNEX,  US 
West,  and  AirTouch  Communications,  Inc. 
through  their  consortium,  and  PCS 
PrimeCo,  L.P. 

IS-54  TDMA — The  TDMA  standard  being 
implemented  by  several  cellular  carriers  as 
they  upgrade  to  digital  service 

• Primary  network  suppliers  are  Lucent 
Technologies,  Inc.,  Ericsson,  and  Hughes. 

• AT&T  Wireless,  SBC  Communications,  Inc., 
and  Bell  Telephone  Co.  of  Canada  are 
primary  service  supporters. 

To  meet  its  competition.  Omnipoint  intends  to 
provide  enhanced  features  and  position  itself 
as  the  low-cost  provider  of  wireless 
communications  equipment. 
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COMPANY  PROFILE 


ON-LINE  SOFTWARE  Jack  M.  Berdy,  Chairman  and  CEO 

INTERNATIONAL,  INC.  William  G.  Nelson,  President  and  COO 

Fort  Lee  Executive  Park  Public  Corporation,  NYSE 


Two  Executive  Drive 
Fort  Lee,  NJ  07024 
(201)  592-0009 

Total  Employees:  660 
Total  Revenue,  Fiscal  Year  End 
5/31/89:  $82,143,000 

The  Company 

On-Line  Software  International,  Inc.  was  founded  in  1969  as  a 
software  consulting  company  specializing  in  large-scale  data 
base/data  communications  systems. 

• Currently  the  company  develops,  markets,  and  supports  a range 
of  systems  software  products  designed  to  enhance  the 
productivity  of  users  of  IBM  and  compatible  mainframes.  On- 
Line  Software  also  provides  consulting  and  education  services. 

C 

The  company  is  focusing  on  maintaining  a leadership  role  in  IBM's 
CICS  market,  and  expanding  in  the  IBM  DB2  market;  leveraging 
the  company's  strengths  (talent,  technology,  customer  base, 
professional  services,  market  presence,  and  brand  recognition); 
expanding  the  company's  product  line  and  marketing  capabilities; 
developing  strategic  business  partnerships;  and  improving  financial 
performance. 

• On-Line  Software's  direct  sales  organization  for  the  RAMIS 
information  products  line  has  been  refocused  to  include  a joint 
direct  marketing/telemarketing  team. 

• In  a major  repositioning  of  CASE  offerings,  the  company 
discontinued  direct  sales  of  its  CasePac  product.  The  company 
intends  to  offer  value-added  solutions  in  support  of  IBM's 
products. 

• Continued  increases  in  revenues  in  the  maintenance  area, 
together  with  ongoing  cost  controls,  resulted  in  an  operating 
margin  of  approximately  8%  for  the  nine  months  ending 
February  28,  1990,  compared  to  1%  for  the  same  period  last 
year. 

c 

April  1990 
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ON-LINE  SOFTWARE  INTERNATIONAL,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

5/89 

5/88 

5/87 

5/86 

5/85 

CAGR 

Revenue 

• Percent  increase 

$82.1 

$81.2 

$63.0 

$36.3 

$29.1 

30% 

from  previous  year 

1% 

29% 

74% 

25% 

12% 

income  (loss)  before 
taxes  and  extraordinary 

gain 

• Percent  increase 

$(1.4) 

$0.2 

$9.5 

$4.7 

$1.0 

N/A 

(decrease)  from 
previous  year 

(794%) 

(98%) 

100% 

382% 

140% 

• Gross  margin 

■k 

0.2% 

15% 

13% 

3% 

Net  income 
• Percent  increase 

$1.6 

(a) 

$0.7 

$4.9 

$2.7 

$0.9 

15% 

(decrease)  from 

previous  year 

121% 

(86%) 

86% 

204% 

204% 

• Net  margin 

* 

0.9% 

8% 

7% 

3% 

Earnings  per  share 
• Percent  increase 

$0.25 

(a) 

$0.10 

$0.78 

$0.44 

$0.15 

14% 

(decrease)  from 

previous  year 

150% 

(87%) 

77% 

193% 

207% 

* Not  meaningful 

(a)  Includes  a net  extraordinary  gain  of  $2.5  million,  or  $0.4 1 per  share,  resulting  from  the 

repurchase  of  a portion  of  the  company's  convertible  debt. 


Total  revenue  for  1989  increased  slightly  compared  with  1988. 

On-Line  Software's  management  attributes  this  increase  primarily 

to  increased  consulting  and  maintenance  revenue. 

• Consulting  revenue  increased  30%.  The  major  contributor  was 
the  inclusion  of  the  acquisition  of  Software  Technologies  and 
Research,  Inc.  (STAR)  for  a full  year  in  1989  compared  with 
only  a half  year  in  198^  The  acquisition  doubled  the  consulting 
staff  and  contributed  to  a general  increase  in  the  consulting 
business. 

• Increased  maintenance  revenue  was  due  to  an  increased  user 
base,  additional  revenue  from  reinstated  maintenance 
contracts,  and  price  increases.  This  trend  has  continued  into 
fiscal  1990,  with  maintenance  revenue  increasing  approximately 
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33%  for  the  nine  months  ending  February  28, 1990,  as 
compared  with  the  same  period  in  the  prior  year. 

Research  and  development  expenditures  were  approximately 
$13.6  million  (17%  of  revenue)  in  fiscal  1989,  $13.1  million  (16% 
of  revenue)  in  fiscal  1988,  and  $10.9  million  (17%  of  revenue)  in 
fiscal  1987. 

Losses  (before  an  extraordinary  gain)  were  nearly  $1  million,  due 
primarily  to  high  expenses.  The  company  has  continued  to 
implement  programs  designed  to  generate  higher  revenues  and 
reduce  expenses.  These  programs  have  resulted  in  substantial 
increases  in  profits  for  each  quarter  in  fiscal  1990. 

Acquisitions  made  by  On-Line  Software  include  the  following: 

• In  December  1989,  the  company  announced  the  acquisition  of 
the  business  of  Knauer  Consulting,  Inc.,  a New  York  City-based 
DB2  educational  and  consulting  services  organization. 

- Knauer  Consulting  provides  consulting  and  education 
support  services  to  DB2  systems  professionals  and  end  users 
within  Fortune  500  companies. 

- The  operations  of  Knauer  Consulting  have  been  merged  into 
On-Line  Software's  Consulting  Division. 

• In  June  1988,  On-Line  Software  acquired  Updata,  Inc.,  a 
systems  software  firm  based  in  Holmdel  (NJ),  for  approximately 
$5.3  million. 

- Updata,  a leading  supplier  of  DB2  productivity  software, 
provided  On-Line  Software  with  the  ProEdit^  and 
ProBuild™  products,  and  the  technology  for 
ProAlter™/Plus. 

• In  November  1987,  On-Line  Software  acquired  Software 
Technologies  and  Research,  Inc.  (STAR),  a consulting 
operation  based  in  Hartford  (CT),  for  $3.4  million. 

- STAR  provided  On-Line  Software  with  approximately  80 
new  consultants  and  added  several  systems  software  products 
to  the  company's  product  base. 

- STAR  had  1987  revenue  of  $6  million,  with  approximately 
80%  from  consulting  services  and  20%  from  software 
products. 
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Key  Products  and 
Services 


During  fiscal  1989,  On-Line  Software  sold  all  rights  to  its 
OMNIGUARD*^  security  software  product  to  Computer 
Associates  International. 

Revenue  for  the  nine  months  ending  February  28,  1990  reached 
approximately  $64.9  million,  a 9%  increase  over  $60  million  for 
the  same  period  in  1989.  Net  income  was  $2.3  million,  compared 
to  $680,000  for  the  same  period  a year  ago. 

As  of  May  30,  1989,  On-Line  Software  had  683  employees, 
segmented  as  follows: 


Sales 

125 

Marketing 

38 

Customer  support 

41 

Product  development 

134 

Consulting  services 

123 

Education  services 

33 

International 

77 

Executive,  general. 

and  other 

112 

683 

The  company  currently  has  about  670  employees. 


Approximately  80%  of  On-Line  Software's  fiscal  1989  revenue  was 
derived  from  software  product  licenses  and  associated 
maintenance  services  and  20%  from  consulting  and  education 
professional  services.  A three-year  summary  of  source  of  revenue 
follows: 


Page  4 of  8 


Copyright  1990  by  INPUT.  Reproduction  Prohibited 


April  1990 


ON-LINE  SOFTWARE  INTERNATIONAL,  INC. 


INPUT 


ON-UNE  SOFTWARE  INTERNATIONAL,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

5/89 

5/88 

5/87 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  products 

$37.0 

45% 

$38.3 

47% 

$30.9 

49% 

Maintenance 

27.5 

34% 

27.5 

34% 

20.3 

32% 

Consulting 

10.1 

12% 

7.7 

10% 

4.4 

7% 

Education 

7.5 

9% 

7.7 

9% 

7.4 

12% 

TOTAL 

$82.1 

100% 

$81.2 

100% 

$63.0 

100% 

On-Line  Software  markets  and  supports  a line  of  systems  software 
products  for  intermediate  and  large-scale  IBM  and  compatible 
computers  running  CICS,  DB2,  and  development  systems.  All 
On-Line  Software  products  and  services  address  each  phase  of  the 
application  development  life  cycle.  The  products,  which  are 
summarized  in  the  exhibit,  fall  into  the  following  categories: 

• CICS  software  products,  which  assist  in  CICS  testing, 
debugging,  quality  assurance,  implementation,  and 
operations/maintenance  as  well  as  functional  and  technical 
design  and  coding. 

• DB2  software  products,  which  assist  in  DB2  functional  and 
technical  design,  coding,  debugging,  testing,  quality  assurance, 
implementation,  and  operations/maintenance. 

• Development  system  products,  which  assist  in  function  and 
technical  design,  coding,  and  operations/maintenance  in 
departmental  application  generation  and  universal  report 
writing. 

Installation  of  On-Line  Software  products  is  generally  done  by 
customer  personnel  at  the  customer's  site.  Documentation 
manuals  are  included  in  the  cost  of  the  software,  and  training  is 
available  for  an  additional  charge. 
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EXHIBIT 

ON-LINE  SOFTWARE  INTERNATIONAL,  INC. 
SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

NUMBER 

INSTALLED 

LICENSE 

FEE 

InterTest^ 

Testing  and  debugging  aid  for 
programmers  using  CIOS 

3,000 

$12,600-36,000 

SymDump™ 

Symbolic  debugging  tool  for  InterTest 

172 

$12,500 

DataVantage^''^ 

Testing  and  productivity  tool  for 
programmers  using  IMS  and  DL/1 

500 

$19,000-39,500 

VERIFY^ 

Quality  assurance  and  system  testing 
tool 

625 

$18,000-37,500 

UFO^ 

On-line  application  development  system 

2,000 

$35,000-50,000 

STABILIZE^/CICS 

Automatic  detection,  diagnosis  of  CIOS 
problems  with  dynamic  repair 

500 

$19,000-44,000 

CIOS  central'^'^ 

STABILIZE/CICS  option  provides  user 
automation  of  CIOS  operations  with 
central  message  control 

N/A 

$10,000-14,500 

FILESAVE™/RCS 

Journal  management  and  recovery 
control  system 

150 

$12,500 

DADS’^^/Plus 

CIOS  resource  management  tool 

500 

$12,500 

RAMIS^  Information 
System 

Departmental  application  generator 
and  universal  report  writer 

2,000 

$49,000-126,000 

RAMIS”/PC 

Information  management  system  for 
PC  users 

20,000 

$575  (1-10  copies) 

RAMIS^/PC  for  LANs 

Multiuser  version 

$2,000  (1-5  users) 

ProAlter'^^'^/Plus 

DB2  data  base  administration  tooi 
for  analyzing,  maintaining,  and  tuning 
DB2  objects 

100 

$25,000 

ProEdit^ 

DB2  application  testing  tool 

350 

$25,500 

ProBuild"^^ 

Allows  user  to  embed  SQL  directly 
into  aTSO  OUST 

75 

$11,400 
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Industry  Markets 


• Maintenance  services  are  provided  after  the  first  year  of  the 
license  for  an  annual  fee  equal  to  17.5%  of  the  current  license 
fee  of  the  product,  payable  in  advance. 

• Approximately  90%  of  the  company's  software  package  users 
renew  their  annual  subscription  to  maintenance  services. 

On-Line  Software  provides  consulting  services  primarily  to  users 
of  intermediate  and  large-scale  IBM  customers  using  IBM 
software  for  on-line  applications  and  relational  data  base  systems 
(DB2). 

• Services  are  provided  in  the  areas  of  application  system  design 
and  implementation;  application  project  management  and 
planning;  on-line  system  and  on-line  application  audits;  system 
troubleshooting;  performance  monitoring  and  tuning;  and 
network  design  and  feasibility  studies. 

• Approximately  70%  of  fiscal  1989  consulting  revenue  was 
received  from  services  provided  in  the  metropolitan  New  York 
City  and  Hartford  areas,  although  the  company  has  performed 
consulting  services  throughout  the  U.S.  Consultants  are 
employed  in  the  company's  New  Jersey,  New  York, 

Connecticut,  Chicago,  Denver,  and  Southern  California  offices. 

On-Line  Software  conducts  educational  courses  on  over  40 
different  topics  for  data  processing  professionals.  Topics  include 
training  programs  in  IBM's  Extended  Recovery  Facility,  CICS, 
DB2,  IMS,  IDMS,  VTAM,  VSAM,  and  Information  Engineering, 
as  well  as  On-Line  Software  product  support  courses. 

• Prescheduled  public  seminars  are  conducted  in  most  major 
cities  throughout  the  U.S.  as  well  as  in  Toronto,  Montreal, 
Brussels,  and  London.  Attendance  at  public  seminars  averages 
between  10  and  15  persons  per  course  and  costs  between  $400 
and  $1,000  per  person,  depending  primarily  on  course  duration. 

• In-house  seminars  are  taught  at  customers'  offices  and  normally 
involve  some  tailoring  of  the  course  to  meet  specific  customer 
requirements.  A typical  in-house  seminar  has  between  12  and 
20  persons  in  attendance  at  a price  between  $8,400  and  $18,000. 


On-Line  Software  markets  its  products  primarily  through 
telemarketing  channels  and  a direct  sales  force. 


April  1990 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


Page  7 of  8 


ON-LINE  SOFTWARE  INTERNATIONAL.  INO. 


INPUT 


• The  direct  sales  organization  is  primarily  responsible  for 
RAMIS,  while  the  telemarketing  organization  handles  the 
company's  other  products. 


Geographic 

Markets 


Approximately  75%  of  On-Line  Software's  fiscal  1989  revenue  was 
derived  from  North  America  and  25%  from  international  sources, 
principally  Europe  and  the  Far  East. 


A three-year  summary  of  geographic  source  of  revenue  follows: 


ON-LINE  SOFTWARE  INTERNATIONAL,  INC. 
THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

5/89 

5/88 

5/87 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$62.0 

75% 

$59.6 

73% 

$51.7 

82% 

International 
- Foreign 
subsidiaries 

13.9 

17% 

12.2 

15% 

N/A 

N/A 

- Domestic  exports 

6.2 

8% 

9.4 

12% 

N/A 

N/A 

TOTAL 

$82.1 

100% 

$81.2 

100% 

$63.0 

100% 

Headquartered  in  Fort  Lee  (NJ),  On-Line  Software  also  has  U.S. 
offices  in  Needham  (MA),  Rolling  Meadows  (IL),  Aurora  (CO), 
Cromwell  (CT),  Marina  del  Rey  (CA),  Princeton  (NJ),  and  Crystal 
City  (VA). 

During  fiscal  1989,  the  company  replaced  a distributor  with  a 
subsidiary  in  the  Canadian  market.  On-Line  Software's  Canadian 
offices  are  located  in  Pointe  Claire  (Quebec)  and  Toronto 
(Ontario). 

During  late  1989,  On-Line  Software  moved  its  international 
headquarters  to  London.  Additional  European  offices  are  located 
in  Brussels  (Belgium),  and  Milan,  Rome,  and  Turin  (Italy). 
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ON-LINE  BUSINESS  SYSTEMS,  INC. 
1 1 5 Sansome  Street 
San  Francisco,  CA  94104 
(415) 391-9555 


William  D.  Evers,  Chairman 
Jeffery  D.  Stein,  President 
Private  Corporation 
Total  Employees:  240 
Total  Revenue,  Fiscal  Year 
End  10/31/81:  $20,000,000 


THE  COMPANY 

• On-Line  Business  Systems,  Inc.  (OBS)  was  founded  in  1969  by  Jeffery  Stein. 
The  company  provides  programming,  facilities  management,  remote  com- 
puting, and  software  products  to  over  500  clients  throughout  the  Western  U.S. 

• Revenue  for  fiscal  1981  was  $20  million.  OBS  management  projects  revenue 
of  $24  million  for  fiscal  1982.  A four-year  revenue  summary  follows: 


OBS 

FOUR-YEAR  REVENUE  SUMMARY 
($  thousands) 


" ---.._^FISCAL  YEAR 

ITEM 

10/81 

10/80 

10/79 

10/78 

Revenue 

. Percent  increase 

$20,000 

$ 9,000 

$ 6,500 

$ 4,000 

over  previous  year 

122% 

38% 

63% 

N/A 

• In  November  1980,  OBS  purchased  the  assets  of  the  West  Coast  Computer 
Utility  Division  of  Optimum  Systems,  Inc.  (OSI)  for  an  undisclosed  amount. 

The  acquisition  included  a data  center  in  Santa  Clara  (CA),  seven 
former  OSI  branch  offices,  125  employees,  and  a business  base  which 
generated  about  $9  million  in  annual  revenue. 

• OBS  is  organized  into  two  groups: 

The  Computing  Services  Group,  formed  in  April  1982,  encompasses 
three  formerly  separate  divisions,  including: 

. Custom  Services,  which  provides  programming  and  processing 
services  to  clients  in  the  San  Francisco  area.  (This  division 
provided  the  bulk  of  OBS's  services  prior  to  the  acquisition.) 
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. Computing  Resources,  which  provides  remote  computing  services 
from  the  Santa  Clara  data  center.  This  division  was  formerly 
OSI's  West  Coast  Computer  Utility  Division. 

. Industry  Services,  which  identifies  and  develops  vertical  market 
applications  products  for  OBS's  network  services. 

OBS  Software  markets  WYLBUR,  a text  editor  and  program  develop- 
ment tool,  and  PROSPER,  an  operations  management  tool. 

• OBS  considers  its  major  remote  computing  services  competitors  to  be 
Tymshare,  Boeing  Computer  Services,  MCAUTO,  National  CSS,  GEISCO,  and 
ADP  Network  Services. 

KEY  PR0(XX:TS  and  SERVICES 

• OBS  derived  about  96%  of  its  fiscal  1981  revenue  from  processing  services  and 
k%  from  software  product  sales.  Approximately  42%  of  its  processing  revenue 
comes  from  facilities  management  contracts,  where  OBS  writes  the  software 
and  processes  all  applications  for  a client,  and  58%  from  utility  and  high 
value-added  products. 

• The  OBS  Custom  Services  Division  specializes  in  developing  and  processing 
uniquely  tailored  systems  for  clients. 

Examples  of  applications  processed  include; 

. Hotel  and  tour  reservations  system. 

. On-line  distribution  system. 

. Financial  lease  management. 

. General  processing  for  manufacturers/distributors. 

. Stock  option  trading. 

. Securities  depository  trust  accounting. 

. Real  estate  investor  information. 

. Scientific/engineering  computing. 

. Oil  and  gas  refinery  simulation. 

. Medical  claims  systems. 

. Maritime  computer  systems. 

• Specific  contract  examples  follow; 

OBS  designed,  programmed,  implemented,  and  continues  to  maintain 
and  operate  a nationwide  lease  accounting  system  for  a major  leasing 
corporation.  Full  payment,  operating,  and  virtually  every  other  type  of 
lease  is  included  in  the  system. 

The  company  developed,  and  now  operates,  an  on-line  and  batch 
receivables  and  inventory  system  for  a retail  clothing  store.  The  system 
tracks  and  distributes  merchandise,  creates  invoices  and  packing  slips, 
and  provides  inventory  and  accounting  management  reports. 
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OBS  designed  and  implemented  an  investment  management  and  infor- 
mation system  for  a financial  and  investment  corporation.  The  system 
processes  suspense,  bank  deposit,  investment,  and  name  and  address 
data  for  limited  partnership  property  funds.  SEC  regulations  regarding 
funding  are  controlled  by  the  system.  Capabilities  include  the  produc- 
tion of  commission  and  distribution  checks,  county  recording  rosters, 
IRS  tax  forms,  mailing  labels,  funding  logs,  certificates,  and  marketing 
reports. 

• The  Computing  Resources  Division  provides  national  remote  computing 
services  from  a data  center  in  Santa  Clara.  Applications  available  on  the 
network  are  listed  in  the  exhibit. 

Key  network  applications  include  decision  support,  data  base  and 
project  management,  planning,  statistical  analysis,  and  products  for 
energy  and  petrochemical  companies. 

Major  products  introduced  on  the  network  during  the  last  year  include 
the  following; 

. The  RAMIS®  II  Information  Management  System  integrates  a 
user-oriented  language  for  data  retrieval  and  report  preparation 
with  a flexible  data  base  management  system.  This  combination 
increases  programmer  productivity  by  providing  greater  ease  in 
systems  development,  immediate  access  to  critical  management 
information,  and  decreased  systems  maintenance  time. 

. HRS/3,  DBS's  Human  Resource  Service,  is  an  interactive  pro- 
gram composed  of  personnel  administration,  benefits  adminis- 
tration, and  claims  processing  modules. 

Major  areas  covered  by  the  Personnel  Administration 
Module  include  employee  development,  compensation, 
policy  development,  placement,  planning  and  scheduling, 
labor  relations,  and  government  compliance. 

The  Benefit  Plan  Administration  Module  includes  premium 
calculation  and  billing,  enrollment  processing,  general 
ledger  accounting,  and  eligibility  maintenance. 

The  Claims  Processing  Module  verifies  and  records  claim 
and  service  eligibility,  deductibles,  maximums,  and  co- 
payments; and  automatically  prices  and  pays  claims. 

. MODEL  is  a decision  support  and  business  modeling  system  used 
by  professional  managers  to  analyze  financial  alternatives,  long 
term  plans,  product  mix,  and  operating  budgets.  The  product 
includes  an  editor,  forecasting  methods,  statistical  analyses, 
plotting  routines,  and  simple  reporting  procedures. 
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EXHIBIT 


OBS  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- IBM  370/3081/4341,  MVS,  VM 
— CICS  (limited  availability) 

— TSO  (limited  availability) 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- COBOL 

- FORTRAN 

- PL/1 

- WATFIV 

- BASIC 

- ASSEMBLER 

• DECISION  SUPPORT/DATA  MANAGEMENT 

- I MS/VS 

- SYSTEM  2000 

- MARK  IV 

- EASYTRIEVE 

- DYL-280 

- RAMIS  II 

- MODEL 

- IDMS 

• ACCOUNTING/FINANCIAL  APPLICATIONS/ 
TOOLS 

- GENERAL  LEDGER 

- ACCOUNTS  RECEIVABLE 

- ACCOUNTS  PAYABLE 

• HUMAN  RESOURCES  (HRS/3) 

- PERSONNEL  MANAGEMENT 

- BENEFITS  ADMINISTRATION 

- CLAIMS  PROCESSING 


APPLICATION  AREA/PRODUCT  NAME 


• PLANNING  AND  STATISTICAL 

- GPSS 

- SIMSCRIPT 

- BMDP 

- AUTOTAB  II 

- SAS  AND  SAS/GRAPH 

- TSP 

- TPL 

• ENGINEERING/SCIENTIFIC 

- HEC-1, 2 AND  6 (Water  Control) 

— PSUICES/STRUDL  (Structural  Analysis) 

- PCA  SERIES 

• PROJECT  MANAGEMENT 

- N5500 

- PROJECT/2 

• ENERGY/PETROCHEMICAL 

- PS-01 

- FRNC-5 

- AC-2 

- DS-03 

• TEXT  PROCESSING/PROGRAM  DEVELOPMENT 

- SCRIPT 

- OBS/WYLBUR 

- SUPER  WYLBUR 

• OTHER 

- NATIONAL  SPORTS  TEAM  PLAYER 
SELECTION 

- TELEPHONE  COMPANY  APPLICATIONS 
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. DS-03  is  a decision  support  tool  for  the  design  and  operation  of 

refinery  crude  units  and  gas  plants.  It  contains  the  models  and 
physical  data  required  for  distillation  systems. 

Several  products  previously  marketed  by  OSI  have  been  deemphasized 
since  the  acquisition.  OSI's  Builders  Information  and  Accounting 
System  (BIAS)  is  no  longer  marketed  by  OBS.  OBS  is  in  the  process  of 
selling  off  business  related  to  the  Generalized  Municipal  Information 
(GEMINUS)  turnkey  system. 

• Approximately  4%  of  DBS's  fiscal  1981  revenue  was  derived  from  software 
sales  and  licensing  revenue  from  its  WYLBUR  and  PROSPER  products. 

WYLBUR  sales  contributed  90%  of  software  revenue.  The  product 
provides  on-line  program  development,  production  job  scheduling,  docu- 
ment formatting,  and  interactive  text  processing.  Originally  developed 
by  Stanford  University,  WYLBUR  has  been  marketed  by  OBS  since  1977. 

. WYLBUR  runs  on  IBM  and  compatible  mainframes  (model  135  or 
larger)  under  OS,  MVT,  VS  I,  VS2.  SVS,  MVS,  or  CMS.  With  over 
100  installations,  prices  start  at  $22,500. 

PROSPER  is  a scheduling,  production  control,  and  operations  manage- 
ment tool  developed  by  OBS  and  introduced  in  mid- 1 981.  The  product  is 
composed  of  integrated  job  scheduling,  jobstream  construction  and 
submission,  test  recap  report,  and  rerun/restart  program  subsystems. 

. PROSPER,  priced  at  $25,000,  runs  on  IBM  and  compatible 
mainframes  in  the  OS/VS  environment. 

INDUSTRY  MARKETS 

• OBS  derives  its  revenue  across  industry  sectors.  Industries  contributing  a 
major  portion  of  revenue  include  manufacturing,  banking  and  finance,  distribu- 
tion, and  services. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  DBS's  fiscal  1981  revenue  was  derived  domestically, 
primarily  from  the  Western  U.S. 

• Branch  offices  are  located  in  San  Francisco,  Santa  Clara,  Palo  Alto,  El 
Segundo,  and  Newport  Beach  (CA);  Englewood  (CO);  Houston  and  Dallas; 
Atlanta;  and  Bethpage  (NY). 

• International  software  marketing  affiliates  located  in  England,  Germany, 
France,  The  Netherlands,  Switzerland,  Sweden,  Norway,  Italy,  Spain, 
Australia,  Japan,  Central  and  South  America,  and  Hong  Kong  are  expected  to 
contribute  to  fiscal  1982  revenue. 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• OBS  maintains  data  centers  in  San  Francisco  and  Santa  Clara.  The  nationwide 
network  is  accessed  via  dial-up  and  dedicated  leased  lines  by  over  1,000 
customer  terminals.  The  data  centers  are  networked  using  IBM  3705  com- 
munications processors  and  9600  or  56,000  bps  lines. 

• The  San  Francisco  center  maintains: 

I IBM  370/158-AP,  MVS. 

I IBM  370/ 1 58-UP,  MVS. 

• The  Santa  Clara  facility  maintains: 

1 IBM  3081,  MVS. 

2 IBM  4341s,  VM. 
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COMPANY  HIGI-l-IGHT 


ON-LINE  BUSINESS  SYSTEMS,  INC. 

I 15  Sansome  Street 
San  Francisco,  CA  941  I I 
(415) 391-9555 


William  D.  Evers,  Chairman 
Jeffery  D.  Stein,  President 
Private  Corporation 
Total  Employees:  250 
Total  Revenues,  Fiscal  Year  End 
10/31/80:  $9,000,000 


THE  COMPANY 

• On-Line  Business  Systems,  Inc.  (OBS)  was  founded  in  1969.  From  its  founding 
until  November  I960,  OBS  provided  programming,  consulting,  remote 
computing  and  batch  processing  services  to  business  firms  in  the  San  Francisco 
Bay  Area. 

Revenues  for  the  last  three  years  were  $4  million  in  FY  1978,  $6.5 
million  in  FY  1979  and  $9  million  in  FY  1980,  reflecting  a compounded 
average  annual  growth  rate  of  50%. 

• In  November  1980,  OBS  purchased  the  assets  of  the  West  Coast  Computer 
Utility  Division  of  Optimum  Systems  Inc.  for  an  undisclosed  amount. 

The  acquisition  included  a data  center  in  Santa  Clara  (CA),  seven 
former  OSI  branch  offices,  125  employees,  and  a business  base  which 
generated  about  $9  million  in  revenues.  Operating  profits  of  the 
division  were  undisclosed. 

• OBS  estimates  its  FY  1981  revenues  will  be  in  excess  of  $20  million. 

• OBS  is  organized  into  five  divisions. 

Custom  Services  Division:  provides  programming  and  processing 
services  to  clients  in  the  San  Francisco  area.  (This  division  provided 
the  bulk  of  DBS's  services  prior  to  the  acquisition.) 

Computing  Resources  Division:  provides  remote  computing  services  on 
an  IBM  3033.  (Formerly  OSI's  West  Coast  Computer  Utility  Division.) 

Software  Products  Division:  markets  WYLBUR,  a text  editor  and 
program  development  tool. 

Industry  Services  Division:  a new  division,  responsible  for  identifying 
and  developing  vertical  market  application  products  for  DBS's  network 
services. 
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Consulting  Division;  a new  division  which  will  provide  expertise  to 
solve  client  information  management  systems  needs. 

• The  250  OBS  employees  are  segmented  as  follows: 


- 

Sales/marketing 

50 

- 

Systems  Analysts/Programmers 

70 

- 

Computer  Operations 

90 

- 

General  & Administrative 

40 

250 


• Competitors  to  OBS  include  a few  local  firms  such  as  Rand  Information 
Processing  and  Computer  Usage  Co.  With  the  acquisition  of  OSI's  Computer 
Utility  Division,  OBS  will  be  experiencing  increased  competition  from  other 
national  RCS  firms  such  as  Tymshare,  Boeing  Computer  Services,  Computer 
Sciences,  MCAUTO,  National  CSS,  Martin  Marietta,  CDC,  GEISCO,  and  ADP 
Network  Services. 


KEY  PRODUCTS  AND  SERVICES 


• OBS  derives  about  95%  of  its  revenues  from  processing  services  and  5%  from 
software  product  sales.  Approximately  50%  of  its  processing  revenues  come 
from  facilities  management  contracts  where  OBS  writes  the  software  and 
processes  all  applications  for  a client,  40%  from  utility  products,  and  10% 
from  high  value-added  products. 

• The  OBS  Custom  Services  Division  specializes  in  developing  and  processing 
uniquely  tailored  systems  for  clients.  Examples  of  applications  processed 
include; 


Hotel  and  Tour  Reservations  System. 

On-Line  Distribution  System. 

Financial  Lease  Management. 

General  Processing  for  Manufacturers/Distributors. 
Stock  Option  Trading. 

Securities  Depository  Trust  Accounting. 

Real  Estate  Investor  Information. 
Scientific/Engineering  Computing. 

Oil  and  Gas. 


• The  Computing  Resources  Division  provides  national  remote  computing 
services  from  a data  center  in  Santa  Clara.  The  applications  available  on  the 
network  are  listed  in  the  exhibit. 

Key  network  applications  are  products  for  energy  and  petrochemical 
companies  (PS-01,  FRNC-5  and  AC-2),  project  management  (N5500  and 
ProJect/2),  and  planning  and  statistical  analysis  products.  OBS  plans  to 
add  more  products  in  the  energy  and  petrochemical  area. 
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EXHIBIT 

OBS 

NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

• PLANNING  AND  STATISTICAL 

- IBM  370/3033,  MVS/VM 

- GPSS 

— CICS  (limited  availability) 

- SIMSCRIPT 

— TSO  (limited  availability) 

- BMDP 

- AUTOTAB  II 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- SAS  AND  SAS/GRAPH 

- COBOL 

- TSP 

- FORTRAN 

- TPL 

- PL/1 

- WATFIV 

• ENGINEERING/SCIENTIFIC 

- BASIC  • 

— HEC-1,  2 AND  6 (Water  Control) 

- ASSEMBLER 

— PSUICES/STRUDL  (Structural  Analysis) 

- RPG 

- PCA  SERIES 

• DATA  MANAGEMENT  SOFTWARE 

• PROJECT  MANAGEMENT 

- IMS/VS 

- N 5500 

- SYSTEM  2000 

- PROJECT/2 

- MARK  IV 

- PMS(IV)  • 

- EASYTRIEVE 

- DYL260 

• ENERGY/PETROCHEMICAL 

- PS-01 

• ACCOUNTING/FINANCIAL  APPLICATIONS/ 

- FRNC-5 

TOOLS 

- AC-2 

- GENERAL  LEDGER 

- ACCOUNTS  RECEIVABLE 

• TEXT  PROCESSING 

- ACCOUNTS  PAYABLE 

- SCRIPT 

- OBS/WYLBUR 

• LEGAL 

- SUPER  WYLBUR 

— OBS  LAW  (Document  Retrieval) 

- PLEADING  PREPARATION  AND  SEARCH 

• OTHER 

— KWIC  (Key  Word  in  Context) 

- NATIONAL  SPORTS  TEAM  PLAYER 

SELECTION 
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Emphasis  for  future  services  will  come  from  data  base  management 
(System  2000)  and  decision  support  systems  (AUTOTAB  and  SAS). 

Several  products  previously  marketed  by  OSI  have  been  deemphasized 
since  the  acquisition.  These  include  the  Builders  Information  and 
Accounting  System  (BIAS),  the  Generalized  Municipal  Information 
System  (GEMUNIS)  turnkey  system,  and  several  application  products  on 
the  network. 

• Approximately  5%  of  OBS's  revenues  are  derived  from  software  sales  and 
licensing  revenues  from  WYLBUR,  a text  processing  and  on-line  program 
development  tool. 

The  price  for  WYLBUR  starts  at  $17,500.  There  are  85  installations. 

INDUSTRY  MARKETS  The  industries  from  which  OBS  derives  its  revenues  include 
manufacturing,  retail,  banking  and  finance,  travel  agencies,  process  manufacturing, 
legal,  sports  teams,  and  engineering  firms. 


GECXjRAPHIC  MARKETS  The  majority  of  OBS's  clients  are  concentrated  near  its 
headquarters  and  branch  offices  in  the  following  cities:  San  Francisco,  Santa  Clara, 
El  Segundo,  Palo  Alto,  Newport  Beach  (CA);  Englewood  (CO);  Houston  and  Dallas 
(TX). 


COMPUTER  HARDWARE 

• OBS  maintains  data  centers  in  San  Francisco  and  Santa  Clara.  Access  to  the 
network  is  through  low-  and  high-speed  lines.  The  data  centers  are  networked 
using  IBM  3705  FEPs  and  9600  or  56,000  bps  lines. 

• San  Francisco  center. 

2 IBM  370/158  - APs,  MVS. 

• Santa  Clara  center. 

I IBM  3033,  MVS/VM.  (Planned  to  be  replaced  by  an  IBM  3081  in 
February  1982.  Also,  several  IBM  4341s  are  ordered  for  installation  in 
1982.) 
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ON-LINE  BUSINESS  SYSTEMS,  INC. 

1 15  Sansome  Street 
San  Francisco,  CA  941 1 I 
(415) 391-9555 


/ 

Jeffery  D.  Stein,  President  and 
Chairman 

Private  corporation 
Total  employees;  70 
Total  revenues  fiscal  year  end 
10/31/78:  $5,000,000 


THE  COMPANY 

• On-Line  Business  Systems,  Inc.  (OBS)  was  founded  in  California  in  1969  by  Mr. 
Stein  and  two  associates.  It  provides  its  more  than  80  users  with  program 
development;  hardware  installation  training;  batch,  remote  batch,  and  inter- 
active remote  computing  services;  raw  computer  time;  and  consulting 
services. 

• OBS  is  currently  targeting  companies  spending,  or  able  to  spend,  $5,000  to 
$90,000  per  month  on  data  processing  operations.  Typical  clients  have 
converted  from  in-house  systems  to  On-Line  services. 

• Fiscal  1976  was  a milestone  year  for  OBS.  It  consolidated  its  corporate 
offices  and  its  own  computer  center  into  one  building,  became  exclusive 
marketing  agent  for  WYLBUR  through  an  agreement  with  Stanford  University, 
and  installed  a comprehensive  billing  system. 

• Seven  people  comprise  the  full-time  marketing  staff. 

• Major  competition  comes  from  in-house  systems  and  some  large  service 
organizations. 


KEY  PRODUCTS  AND  SERVICES 

• The  majority  of  OBS  services  revenues  are  derived  from  remote  facilities- 
management-type  (FM)  services,  as  shown  below: 


- 

Remote  FM 

75% 

Remote  batch 

25% 

Interactive 

50 

- 

Batch  processing 

10 

- 

Professional  services 

10 

- 

Software  products 

5 

100% 

October  1978 
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• Management  states  that  all  OBS  services  are  offered  on  a custom  basis.  OBS 
provides  the  software  development  and  implementation,  on-site  terminals  on- 
line to  the  OBS  host  computer,  and  management  of  the  user  applications. 

• FM  services  include  the  following; 

Apparel  manufacturing:  order  processing,  production  scheduling,  sales 
management,  accounts  receivable. 

Leasing:  file  maintenance,  new  accounts,  invoicing,  accounts  receiv- 
able, accounts  payable,  message  switching.  The  system  uses  25 
terminals. 

Steamship  passenger  reservations;  sales  analysis. 

Hotel  reservations  system  for  eight  hotels.  The  system  uses  80 
terminals. 

Tour  group  processing. 

Financial  system  for  a commodities  and  securities  dealer. 

Medicare  claims  processing  for  State  Government. 

Options  trading  system  for  the  Pacific  Stock  Exchange. 

Many  other  applications. 

• Professional  services  include  program  development  for  many  large  companies. 

• Services  have  traditionally  been  offered  on  an  unbundled  basis.  The  company 
also  markets  on  a bundled,  per  item,  price  structure. 


APPLICATIONS  Currently,  OBS's  services  are  approximately  90%  specialty  and  10% 
utility.  General  business  services  (payables  and  general  ledger)  generate  a negligible 
portion  of  revenues. 


GEOGRAPHIC  MARKETS  OBS  revenues  are  primarily  derived  from  the  San 
Francisco  Bay  area.  However,  clients'  internal  users  are  located  throughout  the  U.S. 
and  in  Canada. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• OBS  owns  an  IBM  System/370  Model  1 58  running  under  SVS  to  provide  its 
services.  The  IBM  MVS  operating  system  will  replace  SVS  in  December  1978. 
In  January  1978,  OBS  will  install  a 158  attached  processor.  A substantial 
amount  of  the  System/370  hardware  is  owned  by  OBS. 

It  has  an  IBM  3705  communications  processor,  22  IBM  3330  disc  drives, 
I 1 IBM  tape  drives,  3 IBM  line  printers,  and  over  300  terminals  installed 
at  client  locations. 
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Terminals  include  IBM  2780  and  3780,  Four  Phase  terminals,  and  IBM 
3270  and  2741  terminals.  The  company  provides  the  remote  computing 
and  timesharing  terminals  to  its  clients. 

Order  entry  is  accessed  via  on-line  CRTs,  nationwide  (300+  terminals, 
on-line). 

Also  installed  is  an  IBM  System/360  Model  50  with  a full  complement  of 
peripherals. 

• The  company  also  uses  CICS,  WYLBUR,  Gulf  Oil's  TLMS,  and  Johnson 
accounting  software  products. 

• Its  nationwide  teleprocessing  network  has  leased  lines  and  dial-up  facilities  to 
Georgia,  Hawaii,  Illinois,  Maine,  New  York,  Ohio,  Texas,  Canada,  Washington, 
and  throughout  California;  although  client  headquarters  concentration  is  in  the 
San  Francisco  Bay  area. 
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ON-LINE  SYSTEMS,  INC 
115  Evergreen  Heights  Drive 
Pittsburgh,  Pennsylvania  15229 
(412)  931-7600 


Jack  Roseman,  President 
Public  Corporation,  AMEX 
Total  employees:  290 

Total  revenues,  fiscal  year 
end  4/30/77:  $16,001,020 


THE  COMPANY 


• On-Line  Systems  Inc.  (OLS)  was  founded  in  Pittsburgh  in  1967  by 
John  Godfrey  and  others  to  provide  remote  computing  services  to 
business  and  government.  It  was  incorporated  in  Delaware. 

• The  company  now  provides  remote  computing  and  batch  processing, 
facilities  management,  and  professional  services  to  commercial 
and  government  clients. 

• Revenues  of  $16  million  for  FY  1977  increased  approximately  33% 
over  the  $12  million  revenues  for  FY  1976.  The  1976  revenues 
represented  only  a marginal  increase  over  $11,433,706  revenues 
in  FY  1975.  Net  income  increased  approximately  62%  from 
$816,211  in  1976  to  $1,345,537  in  1977  after  declining  41%  from 
$1,252,927  in  1975.  Even  with  the  decline,  OLS's  1976  net  income 
equaled  11%  of  revenues  and  rose  to  14%  in  1977.  Earnings  per 
share  rose  from  $.97  in  1976  to  $1.56  in  1977  with  an  average  of 
860,582  shares  outstanding. 

• OLS's  improved  performance  in  1977  resulted  from  two  factors:  a 

$2.2  million  contract  with  HEW's  Office  of  Education  (part  of  a 
multi-year  contract  with  HEW)  and  expansion  of  new  and  existing 
business . 

• Since  the  start  of  FY  1978,  OLS's  Board  of  Directors  have  declared 
the  company's  first  two  $.05  cash  dividends. 

• OLS's  290  employees  are  functionally  distributed  as  follows: 


Marketing 

48% 

Computer  Svcs 

(software  and  special  projects) 

19 

Operations 

19 

Administration 

14 

100% 
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• Major  competitors  include  General  Electric  Information  Services 
Business  Division,  Control  Data,  DEC-based  interactive  services 
companies  and  in-house  systems. 


KEY  PRODUCTS /SERVICES: 

• Interactive  processing  services  and  facilities  management  contracts 
generated  approximately  90%  of  revenues  in  1977.  The  remaining  10% 
were  derived  from  professional  services. 

Interactive  processing  produced  61%  of  total  revenues. 

Remote  and  on-site  facilities  management  contracts  provided 
29%  of  1977  revenues. 

Professional  services  (consulting,  systems  design,  and  contract 
programming)  are  generally  provided  for  existing  and  potential 
processing  clients  only. 

OLS  has  a total  of  approximately  600  clients  and  2,900  terminal 
users . 

• The  company  markets  more  than  800  library  programs  and  supports  16 
computer  languages.  Its  products,  OLIVER,  OSCAR,  and  IMS,  total 
several  hundred  installations.  These  and  other  OLS  programs  are 
listed  below: 

OLIVER,  a data  base  management  system. 

FMS,  a Financial  Modeling  System  for  corporate  analysis  and 
forecasting . 

OSCAR,  a project  scheduling  and  control  system. 

SHURE,  ^stem  for  HUman  REsources , a personnel  management  system 
- MOP,  Melt  Optimization  program,  a linear  programming  system  for 
the  metals  processing  industry. 

GDS,  an  interactive  graphics  control  system 

TEXT,  a computerized  text  editing  and  document  preparation 

system. 

Stock  dividend  and  price  data  bases 


APPLICATIONS 


• Approximately  65%  of  OLS's  1977  processing  applications  revenues  were 
derived  from  utility  processing,  as  shown  below: 

Utility  65% 

Specialty 

General  business  5 \ 

Scientific  and 

Engineering  5 

100% 
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• Both  industry-specialized  and  discipline-specific  specialty 

applications  are  available.  They  are  provided  through  custom 
software  developed  to  fulfill  unique  client  requirements. 


INDUSTRY  MARKETS 


• In  FY  1977,  government  agencies  generated  36%  of  total  OLS 

revenues,  up  from  21%  in  1973.  Of  this,  the  HEW  contract  provided 
20%  in  1976  and  29%  in  1977.  Commercial  users  generated  63%  of 
total  1977  revenues,  as  follows: 


Government:  36% 

Federal  32 

State  and  Local  4 
Manufacturing  33 

Banking  and  Finance  18 

Services  8 

Transportation  2 

Distribution:  Retail  1 

Utilities  1 

Insurance  1 


GEOGRAPHIC  MARKETS 

• OLS  services  are  marketed  through  the  company's  16  sales  offices 

located  in:  Atlanta,  Baltimore,  Boston,  Buffalo,  Chicago,  Cleve- 

land, Dallas,  Detroit,  Houston,  Los  Angeles,  New  Jersey,  New  York 
City,  Philadelphia,  Pittsburgh,  Rochester,  and  Washington,  D.C. 

• Client  population  follow  U.S.  demographic  concentration  with  the 
majority  in  the  Eastern  regions 


COMPUTER  HARDWARE  AND  SOFTWARE 

• OLS  has  16  DEC  KI/lOs  (14  in  the  Pittsburgh  center  and  two  at  a 

user  site)  for  processing  and  31  DEC  PDP-ll/45s  for  network  support. 
At  FYE  1977,  the  computer  equipment  was  operated  at  80%  of  capacity. 
It  has  an  uninterruptable  power  supply  and  a dual  power  backup 
system. 
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m The  network  consists  of  local  dial-up,  leased,  and  IN-WATS  lines 
to  33  cities  including  all  branch  office  cities  in  addition  to: 
Arlington,  VA;  Clifton,  NJ ; Denver,  CO;  Elmira,  NY;  Fort  Worth,  TX; 
Kansas  City,  MO;  Milwaukee,  WI;  St.  Louis,  MO;  San  Antonio,  TX; 

San  Francisco,  CA;  Seattle,  WA;  and  London,  England;  as  well  as 
Calgary,  Halifax,  Toronto,  Vancover,  and  Winnepeg,  Canada. 


o 
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ON-LINE  BUSINESS  SYSTEMS,  INC. 
115  Sansome  Street 
San  Francisco,  CA  94111 
(415)  391-9555 


l/ 

Jeffery  D.  Stein,  President  and 
Chairman 

Private  corporation 
Total  employees : 50 

Total  revenues,  fiscal  year  end 
10/31/7&:  $2  million  (E) 


COMPANY  BACKGROUND; 

• On-Line  Business  Systems,  Inc.  was  founded  in  California  in  1969 
by  Mr.  Stein  and  two  associates. 

• On-Line  Business  Systems,  Inc.  provides  its  more  than  60  users  with 
program  development,  hardware  installation  training,  local  and  remote 
batch  processing,  timesharing,  online  processing,  raw  computer 
time,  and  consulting  services. 


OVERALL  ASSESSMENT: 

• On-Line  Business  Systems,  Inc.  is  currently  targeting  companies 
spending,  or  able  to  spend,  $5,000  to  $60,000  per  month  on  data 
processing  operations.  Typical  clients  have  converted  from  inhouse 
systems  to  On-Line  Business  Systems. 

• 1976  was  a milestone  year  for  On-Line  Business  Systems,  Inc.  It 
consolidated  its  corporate  offices  and  computer  center  into  one  build- 
ing, became  exclusive  marketing  agent  for  Wylbur  through  an  agree- 
ment with  Stanford  University,  and  installed  a comprehensive  billing 
system. 

• Three  people  comprise  the  full  time  marketing  staff.  By  year 

end  1977,  the  company  expects  to  have  seven  full  time  salespersons. 

• Major  competition  comes  from  inhouse  systems.  The  uncertain  econ- 
omy also  impacts  potential  customer's  buying  patterns.  Also,  its 
small  size  turns  avjay  some  sales  prospects. 

KEY  PRODUCTS  AND  SERVICES: 

• In  1975  On-Line  Business  Systems,  Inc.  derived  its  revenues  as  follows: 


February/ 1977 
90.1 
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Online  data  processing  50% 

Remote  computing  25% 

Batch  services  14% 

- Professional  services  10% 

- Software  products  1% 


• By  year  end  1977,  software  products,  principally  Wylbur,  will  be 
generating  about  10%  of  revenues.  The  remaining  services  will  pro- 
vide the  same  proportion  of  revenues  as  in  1975. 

• The  company  had  provided  program  development  for  the  Bank  of 
America  and  order  entry  for  Levi  Strauss. 

• Services  have  traditionally  been  offered  on  an  unbundled  basis, 
averaging  $1500  per  CPU  hour.  In  1977,  the  company  may  convert 
to  a bundled,  per  item,  price  structure. 


APPLICATIONS:  Currently,  On-Line  Business  Systems,  Inc.'s  applications 

are  90%  general  business  and  10%  utility.  Order  entry  is  accessed  via 
online  CRTs. 

INDUSTRY  MARKETS : 


• On-Line  Business  Systems,  Inc.'s  1975  revenues  showed  the  following 
industry  penetration: 


Retail  and  wholesale  distribution  25% 

- Transportation  25% 

Discrete  manufacturing  15% 

- Banking  and  finance  15% 

Medical  and  hospital  5% 

Insurance  5% 

- Other  10% 


• In  1977  On-Line  Business  Systems,  Inc.'s  revenue  distribution  will 
be  approximately  the  same. 

GEOGRAPHIC  MARKETS:  Corporate  headquarters  for  all  of  On-Line  Business  Systems, 

Inc.'s  users  are  located  on  the  Pacific  Coast  (specifically  in  Northern  Calif- 
nla) . Branch  offices,  however,  are  located  throughout  the  U.S.  The  geographic 
market  will  remain  constant  through  1977  and  probably  into  1978. 

COMPUTER  HARDWARE  AND  SOFTWARE : On-Line  Business  Systems,  Inc.  leases 

an  IBM  370/158  with  SVS2  to  provide  its  service.  It  has  a 3705  communi- 
cations processor,  14  IBM  3330  disc  drives,  7 IBM  tape  drives,  2 IBM 
line  printers  with  2 more  on  order,  and  over  120  terminals  installed  at 
client  locations.  Terminals  include  IBM  2780,  3780,  Four  Phase  terminals, 

IBM  3270  and  2741  terminals.  The  company  also  uses  CICS,  Wylbur,  Gulf 
Oil's  GLMS  and  Johnson  accounting  software  products. 
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The  company  now  has  its  own  data  center.  Previously,  it  shared 
its  data  processing  facility. 

On-Line  Business  Systems,  Inc.  OEMs  the  remote  computing  and  time- 
sharing terminals  to  its  clients.  Its  nationwide  teleprocessing 
network  has  leased  lines  to  Illinois,  Georgia,  New  York,  New  Jersey, 
Ohio,  Missouri,  Pennsylvania,  and  Northern  and  Southern  California; 
although  client  concentration  is  in  the  San  Francisco  Bay  Area. 
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COMPANY  PROFILE 


ON-LINE  SOFTWARE  INTERNATIONAL, 
INC. 

Fort  Lee  Executive  Park 
Two  Executive  Drive 
Fort  Lee,  NJ  07024 
(201)  592-0009 


Jock  M.  Berdy,  Chairman  and  CEO 
Howard  P.  Sorgen,  President  and  COO 
Public  Corporation,  OTC 
Total  Employees;  679 
Total  Revenue,  Fiscal  Year  End 
5/31/87;  $63,616,000 


THE  COMPANY 

On-Line  Software  International,  Inc.,  was  founded  in  1969  as  a software 
consulting  company  specializing  in  large-scale  data  base/data  communications 
systems.  Currently,  the  company  develops,  markets,  and  supports  a range  of 
standard  systems  software  products  and  provides  consulting  and  education 
services,  primarily  to  users  of  intermediate  and  large-scale  IBM  and  compati- 
ble computer  systems. 

Fiscal  1987  revenue  reached  $63.6  million,  a 75%  increase  over  fiscal  1986 
revenue  of  $36.2  million.  Net  income  was  $4.9  million  compared  to  net 
income  of  $2.6  million  for  fiscal  1986.  A five-year  financial  summary  follows; 


I of  6 

November  I 987 


©1987  by  INPUT.  Reproduction  Prohibited 


INPUT 


ON-LINE  SOFTWARE  INTERNATIONAL,  INC. 


ON-LINE  SOFTWARE  INTERNATIONAL,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


Year 

Item 

5/87 

5/86 

5/85 

5/84 

5/83 

Revenue 

. Percent  increase 

$ 63,616 

$ 

36,263 

$ 

29,100 

$ 

25,543 

$21,821 

from  previous  year 

75% 

25% 

12% 

16% 

49% 

Income  (loss)  before 

taxes 

. Percent  increase 
(decrease)  from 

$ 9,466 

$ 

4,732 

$ 

982 

$ 

(2,461) 

$ 4,323 

previous  year 

100% 

382% 

140% 

(157%) 

11% 

Net  income  (loss) 

. Percent  increase 
(decrease)  from 

$ 4,932 

$ 

2,648 

$ 

871 

$ 

(836) 

$ 2,777 

previous  year 

86% 

204% 

204% 

(130%) 

34%  ' 

Earnings  (loss)  per 
share 

. Percent  increase 
(decrease)  from 

$ 0.78 

$ 

0.44 

$ 

0.15 

$ 

(0.14) 

i 

$ 0.49 

previous  year 

77% 

193% 

207% 

(129%) 

20% 

The  company's  management  attributes  Its  revenue  growth  primarily  to  the 
following; 

In  October  1986  On-Line  Software  acquired  the  RAMIS  and  UFO 
systems  software  products  from  Martin  Marietta  Information  Tech- 
nology for  approximately  $32  million.  The  acquisition  was  accounted 
for  as  a purchase. 

. RAMIS  is  a fourth  generation  language  and  data  base  system. 

• UFO  is  an  on-line  report  generator. 

These  two  products  contributed  $19  million  ($9  million  in  soft- 
ware licenses  and  $10  million  In  maintenance  fees)  to  On-Line 
Software's  total  fiscal  1987  revenue. 

The  company's  newly  introduced  productivity  package,  STABILIZE 
contributed  approximately  $1.4  million  to  fiscal  1987  revenue. 

Product  and  development  expenditures  were  approximately  $10.9  million  (17% 
of  revenue)  In  fiscal  1987,  $7.1  million  (20%  of  revenue)  in  fiscal  1986,  and  $7 
million  (24%  of  revenue)  in  fiscal  1985. 
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Revenue  for  the  three  months  ending  August  31,  1987  reached  $18.5  million,  a 
92%  increase  over  $9.2  million  for  the  same  period  in  1986.  Net  Income  was 
51  million,  a 36%  increase  over  net  income  of  $735,000  for  the  same  period  a 
year  ago. 

As  of  May  31,  1987,  the  company  employed  679  persons,  segmented  as  follows: 


Technical  support  212 

Finance  and  administration  |61 

Sales  131 

Consulting  53 

Advertising/marketing  53 

Education  35 

Customer  support  29 


679 

Approxinnately  180  employees  formerly  employed  by  Martin  Marietta 
Information  Technology  are  now  employed  by  the  company. 

• Major  competitors  include  AGS  Computers,  Inc.,  Computer  Associates  Inter- 
national, and  Pansophic  Systems. 

KEY  PRODUCTS  AND  SERVICES 

• For  fiscal  1987,  approximately  81%  of  revenue  was  derived  from  software 
product  licenses  and  associated  maintenance  services  and  12%  was  from 
educational  services.  The  remaining  7%  was  derived  from  consulting 
services.  A three-year  summary  of  source  of  revenue  follows: 


ON-LINE  SOFTWARE  INTERNATIONAL,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


Fiscal  Year 

Item 

5/8 

7 

5/86 

ci/Rc; 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Software  products 

$31,486 

49% 

$18,277 

50% 

$13,769 

47% 

Maintenance 

20,357 

32 

7,615 

21 

5,385 

19 

Educational  services 

7,417 

12 

6,543 

18 

5,946 

20 

Consulting 

4,356 

7 

3,828 

1 1 

3,922 

14 

Total 

$63,616 

100% 

$36,263 

100% 

$29,022 

100% 
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On-Line  Software  markets  and  supports  a line  of  systems  software  products 
for  users  of  intermediate  and  large-scale  IBM  and  compatible  computers. 
Products  currently  available  are  shown  in  the  exhibit. 


On-Line  Software  has  added  five  new  products  since  1985:  STABILIZE; 
UFO;  RAMIS;  MAXICALC;  and  Intelagen 

Installation  of  On-Line  Software  products  is  generally  done  by  customer 
personnel  at  the  customer's  site.  Documentation  manuals  are  included  in  the 
cost  of  the  software  and  training  is  provided  for  an  additional  charge. 

Maintenance  services  are  provided  after  the  first  year  of  the  license 
for  an  annual  fee  equal  to  15%  of  the  current  license  fee  of  the 
product,  payable  in  advance. 


Present  subscribers  to  maintenance  services  include  over  90%  of  On- 
Line  Software's  software  clients. 


Telephone  support  services  are  available  for  product  implementation 
and  maintenance. 


On-Line  Software's  educational  services  include  advanced  technical  seminars 
and  training  programs  in  CICS,  IMS,  VSAM,  and  VTAM  software.  The 
company  conducts  courses  on  19  different  subjects  under  two  types  of 
arrangements,  as  follows: 

Public  prescheduled  seminars,  covering  standardized  course  topics,  are 
conducted  in  most  major  cities  throughout  the  U.S.  and  in  Toronto, 
Brussels,  and  London.  Attendance  at  public  seminars  averages  between 
14  and  20  persons  per  course,  with  course  fees  ranging  from  $400  to 
$900  per  person. 


In-house  seminars  are  taught  at  customer's  offices  and  normally  involve 
some  tailoring  of  the  courses  to  meet  specific  customer  needs.  Fees 
for  in-house  seminars  vary,  depending  on  the  number  of  attendees  and 
course  given.  A typical  in-house  seminar  has  between  12  and  20 
persons  with  fees  ranging  from  $8,400  to  $16,000. 

On-Line  Software  provides  professional  services  consulting  primarily  to  users 
of  intermediate  and  large-scale  IBM  telecommunications  and  data  base/data 
communications  systems,  in  particular  those  using  CICS  and  IMS. 

Services  provided  include  application  system  design  and  implementa- 
tion, application  project  management  and  planning,  CICS  system  and 
application  audits,  system  troubleshooting,  performance  monitoring  and 
tuning,  network  design,  and  feasibility  studies. 

At  May  31,  1987,  58  members  of  the  company's  technical  staff  were 
engaged  in  consulting. 
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ON-LINE  SOFTWARE  INTERNATIONAL.  INC. 


Product 

Description 

First 

Available 

Approximate 
Number  Of 
Customers 

Approximate 
Number  Of 
Installations 

Current 
License 
Fee  ($) 

•1  Productivity  Packages 

InterTest® 

Testing  and  debugging  aid  for 
programmers  using  CICS. 

1978 

2,125 

2,345 

12,600  - 
34,500 

DataVantage® 

Testing  and  productivity  aid 
for  programmers  using  IMS 
and  CICS/DL/1. 

1982 

290 

345 

19,000  - 
37,500 

verify™ 

Automated  quality  control 
testing  tool. 

1985 

240 

275 

25,000- 

37,500 

STABILIZE™ 
AoDlication  Generation 

Improves  CICS  system 
availablity. 

1986 

75 

100 

12,000- 

30,000 

Systems 

UFO® 

Interpretive  application 
software  development. 

1986(1) 

2,120 

2,125 

30,000- 

45,000 

Intelagen™ 

Security  Software  Packages 

Source  code  generation. 

1986 

5 

5 

80,000 

OMNIGUARD® 
(formerly  known 
as  GUARDIAN) 
Information  Manaoement 

Security  system  to  restrict 
access  to  programs  and  data. 

1980 

595 

710 

10,000- 

25,000 

Tools 

RAMIS® 

Data  base  retrieval  and 
report  generation  system. 

1986(1) 

1,140 

1,150 

49,000  - 
1 15,000 

omnilink™ 

PC-mainframe  communica- 
tions link. 

1982 

220 

225 

20,000- 

30,000(2) 

OMNILINK™/3X 

Information  transfer 
software. 

1985 

320 

415 

1,000- 

2,750 

Bulletin™ 

Electronic  mail  system. 

1980 

90 

95 

14,000- 

AutoT  rans™ 
(formerly  known 
as  TeleFile™) 

Bulk  data  transfer  software 
sackage  for  use  in  a 
distributed  data  processing 
environment. 

1983 

20 

45 

19,000 

10,500  - 
39,375 

MAXICALC 

Three-dimensional, 
mainframe-based  spreadsheet. 

1986(1) 

285 

285 

9,000  - 
12,000 

ExecuTrieve®/3X 

Information 
management  software. 

1984 

1 ,1  60 

1,205 

1,500- 

4,850 

(1)  Product  acquired  by  company  in  October  1986. 

(2)  OMNILINK  consists  of  a mainframe-to-microlink.  The  license  fee  for  each  copy  of  the  microcomputer  software 
ranges  from  $600  to  $1 ,000  depending  on  the  number  of  copies  licensed. 
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Approximately  85%  of  fiscal  1 987  consulting  revenue  was  derived  from 
services  provided  in  the  metropolitan  New  York  City  area,  although 
services  have  been  provided  throughout  the  U.S.  ^ 

INDUSTRY  MARKETS 

• On-Line  Software's  fiscal  1987  revenue  was  derived  from  users  of  IBM's  on- 

systems.  The  company's  products  and  services  are 
marketed  across  industries. 

• license  agreements  with  various  distributors 

o T On-Line  Software  products  with 

their  own  software/hardware  products. 

GEOGRAPHIC  MARKETS 

• Approximately  82%  of  fiscal  1987  revenue  was  derived  from  the  U.S.  and  18% 
was  derived  from  international  sources. 

• PdnceJIif^Ld'?  T^’"’  '^'''‘=“9°’  Dallas,  Los  Angeles, 

Chicago  ond  ^^  insulting  offices  in 

• Softwore  has  international  offices  in  Toronto;  Bosel,  Switzerland- 

Erg^o^d  Dondon  and 


COMPUTER  HARDWARE  AND  SOFTWARE 


* Fort  LeT-'^°"^  following  mainframes  installed  at  Its  headquarters  in 

I IBM  4341-2,  operating  under  MVS,  VM,  DOS/VSE. 

I IBM  4381-13,  operating  under  MVS,  VM,  DOS/VSE. 
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COMPANY  PROFILE 


ONLLINE  SOFTWARE  INTEFINATIONAL, 
INC. 

Fort  Lee  Executive  Park 
Two  Executive  Drive 
Fort  Lee,  NJ  07024 
(201) 592-0009 


Jack  M.  Berdy,  Chairman  and  President 
Public  Corporation,  OTC 
Total  Employees:  276 
Total  Revenue,  Fiscal  Year  End 
5/31/85:  $29,022,000 
Computer  Services  Revenue: 
$28,330,000 


THE  COAAPANY 

• On-Line  Software  International  was  founded  in  1969  as  a software  consulting 
company  specializing  in  large-scale  data  base/data  communications  systems. 
Currently,  65%  of  On-Line  Software's  revenue  is  derived  from  systems 
software  products  designed  for  IBM  mainframe  users.  The  company  also 
offers  CICS,  IMS,  VSAM,  and  VTAM  courses,  and  publishes  reference  hand- 
books relating  to  CICS,  IMS,  and  VTAM  software  for  users  of  intermediate  and 
large-scale  IBM  systems. 

• Fiscal  1985  revenue  reached  $29  million,  a 12%  increase  over  fiscal  1984 
revenue  of  $25.9  million.  Net  income  was  $871,000  compared  to  a net  loss  of 
$836,000  in  fiscal  1984.  A five-year  financial  summary  follows: 
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ON-LINE  SOFTWARE  INTERNATIONAL 
FIVE-YEAR  FINANCIAL  SUMMARY  (a) 
($  thousands,  except  per  share  data) 


(a)  Financials  have  been  restated  to  reflect  the  November  1983  acquisition  of 
Datascan  America,  Inc.,  which  was  accounted  for  as  a pooling-of-interests. 


• On-Line  Software  Management  attributes  fiscal  1984  losses  to  the  following; 

Incurred  product  development  costs  of  approximately  $500,000  and 
selling  and  advertising  costs  of  $500,000  for  PIOS,  a manufacturing 
applications  software  product  that  was  discontinued  in  March  1984. 

Delays  in  the  availability  of  three  new  software  products  (Execu- 
Trieve®  , OMNILINK"^”  , and  FREESTYLE"^  “• ) that  incurred  product 
development  and  marketing  costs  in  anticipation  of  revenues  that  were 
not  realized. 

A longer  sales  cycle  for  several  of  the  company's  new  products, 
delaying  revenue  realization. 

• On-Line  Software  management  attributes  the  company's  return  to  profit- 
ability in  fiscal  1985  to  the  following  factors; 
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The  continuation  of  a cost  control  program  first  implemented  in  late 
fiscal  1984. 

Substantial  completion  of  product  development  efforts  initiated  in 
fiscal  1983  and  fiscal  1984,  which  provided  the  ability  to  realize 
revenue  from  the  license  of  these  products  in  1 985. 

The  introduction  of  a new  product,  VERIFY^  ’'^' , an  automated  quality 
control  software  product. 

Expansion  of  existing  products  into  new  areas  of  operation. 

• Acquisitions  made  by  On-Line  Software  include  the  following: 

In  November  1983  On-Line  Software  acquired  Datascan  America,  Inc., 
including  80%  of  its  subsidiary  Datascan  Europe,  Ltd.,  in  exchange  for 
399,996  shares  of  On-Line  Software's  previously  unissued  common 
stock. 


. Datascan  developed,  marketed,  and  supported  systems  software 
for  selected  computer  systems,  including  Datapoint  and  IBM 
System  34  equipment.  Datascan  also  developed  the  Content 
Address  Method  (CAM^“'  ) technology  which  has  been 
incorporated  into  several  On-Line  Software  products. 

. Datascan,  with  offices  in  Atlanta  and  San  Antonio,  had  approxi- 
mately 50  employees  at  the  time  of  the  acquisition  and  revenue 
of  approximately  $2.1  million  for  the  12  months  ending  May  31, 
1983. 

. The  acquisition  was  accounted  for  as  a pooling  of  interests,  and 
the  operations  of  Datascan  have  been  merged  with  On-Line 
Software. 

Recent  product  acquisitions  include  the  following: 

. During  fiscal  1985  On-Line  Software  acquired  two  CICS  security 
software  packages.  SECURE/CICS  was  acquired  from  Boole  & 
Babbage,  Inc.,  and  COSS  was  acquired  from  Oxford  Software, 
Inc.  Users  of  both  these  products  were  offered  the  right  to 
convert  to  On-Line  Software's  OMNIGUARD®  security  system, 
adding  149  new  CPU  installations  to  the  OMNIGUARD  user 
base.  In  November  1985  On-Line  Software  also  acquired 
SECURE  from  Boole  & Babbage.  SECURE  is  a security  product 
operating  under  the  MVS  environment. 

. In  December  1984  On-Line  Software  acquired  C1CS/TCA^  “ , a 
programming  tool,  from  D.A.  Brask  Systems,  Inc.  VERIFY,  On- 
Line  Software's  automated  quality  control  testing  tool,  intro- 
duced in  April  1985,  is  based  on  CICS/TCA. 


3 of  9 

December  1 985 


©1985  by  INPUT.  Reproduction  Prohibited. 


INPUT 


ON-LINE  SOFTWARE  INTERNATIONAL,  INC. 


• Research  and  development  expenditures  were  approximately  $5.9  million  (20% 
of  revenue)  in  fiscal  1985,  $6.3  million  (24%  of  revenue)  in  fiscal  1984,  and 
$3.5  million  (16%  of  revenue)  in  fiscal  1983. 

• Revenue  for  the  three  months  ending  August  31,  1985  reached  $7.8  million,  an 
18%  increase  over  $6.6  million  for  the  same  period  in  1984.  Net  income  was 
$446,000,  compared  to  net  losses  of  $349,000  for  the  same  period  a year  ago. 

• During  fiscal  1985  On-Line  Software  reduced  its  staff  by  approximately  19% 
as  part  of  its  efforts  to  control  expenses.  As  of  May  31,  1985,  the  company 
had  approximately  276  employees,  segmented  as  follows: 


Marketing/sales/customer  support 

7I 

Consulting 

4I 

Product  support,  development,  and 

enhancement 

57 

Education 

20 

General  and  administrative 

J7 

276 

On-Line  Software  currently  has  approximately  293  employees. 

• Major  competitors  include  AGS  Computers,  Inc.,  Computer  Associates  Inter- 
national, and  Pansophic  Systems. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  65%  of  On-Line  Software's  fiscal  1985  revenue  was  derived 
from  software  product  licenses  and  associated  maintenance  services  and  34% 
was  derived  from  professional  services  (20%  from  educational  services, 
including  publications;  and  14%  from  consulting  services).  The  remaining  1% 
of  revenue  was  derived  from  investment  income.  A three-year  summary  of 
source  of  revenue  follows: 
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ON-LINE  SOFTWARE  INTERNATIONAL,  INC. 
THREE- YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

5/85 

5/84 

5/83 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Software  products 

$13,769 

47.4% 

$12,944 

50.0% 

$10,886 

48.9% 

Maintenance 

5,043 

17.4 

3,472 

13.4 

1,972 

8.9 

Educational  services  (a) 

5,946 

20.5 

5,306 

20.5 

3,997 

18.0 

Consulting  services 

3,922 

13.5 

3,451 

13.3 

4,693 

21.1 

Investment  income 

342 

1.2 

738 

2.8 

696 

3.1 

Total 

$29,022 

100.0% 

$25,911 

100.0% 

$22,244 

100.0% 

(a)  Includes  noncomputer  services  revenue  (derived  from  software-related  publica- 
tions sales)  of  approximately  $350,000,  $450,000,  and  $450,000  for  fiscal  1985, 
fiscal  1984,  and  fiscal  1983,  respectively. 


• On-Line  Software  markets  and  supports  a line  of  systems  software  products 
for  users  of  intermediate  and  large-scale  IBM  and  plug-compatible  com- 
puters. Products  currently  available  are  shown  in  the  exhibit. 


Mainframe  software  development  tools  include  InterTest®  , Data- 
Vantage^  , and  VERIFY^  . 


. During  fiscal  1985,  DataVantage  revenue  increased  20%,  with  85 
new  CPU  installations,  and  InterTest  revenue  increased  11%, 
with  320  new  CPU  installations. 

On-Line  Software's  mainframe  security  software  product,  OMNI- 
GUARD (formerly  known  as  GUARDIAN^  ),  originally  designed  for 
CICS  environments,  now  operates  in  all  environments. 

. During  fiscal  1985  OMNIGUARD  revenues  increased  40%,  with 
255  new  CPU  installations  (including  149  installations  that 
converted  to  OMNIGUARD  as  a result  of  the  acquisition  of 
SECURE/CICS  and  COSS  security  products). 

On-Line  Software's  information  distribution  mainframe  product, 
OMNILINK,  allows  IBM  PCs  and  mainframes,  Wang  word  processors. 
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EXHIBIT 


ON-LINE  SOFTWARE  INTERNATIONAL.  INC. 
SOFTWARE  PRODUCTS 


Product 

Description 

First 

Available 

Approximate 
Number  of 
Customers 

Approximate 
Number  of 
CPU 

Installations 

Current 

License 

Fee 

InterTest® 

Testing  and  debugging  aid  for 
programmers  using  CICS. 

1978 

1,500 

1,600 

$12,600  to  $25,200 

OMNIGUARD® 
(formerly  known  as 

guardian’’’-”-) 

Security  system  to  restrict  access 
to  programs  and  data. 

1980 

490 

520 

$21,000  to  $29,000 

DataVantage^-”- 

Testing  and  productivity  aid  for 
programmers  using  IMS  and 
CICS/DL/1, 

1982 

160 

170 

$31,500 

AutoTransT-M. 

(formerly  known  as 
TeleFileT-M-) 

Bulk  data  transfer  software  package 
for  use  in  a distributed  data 
processing  environment. 

1983 

10 

20 

$26,250  (a) 

omnilink’’’-”- 

Intelligent  PC-mainframe  communi- 
cations link  software  package  with 
optional  electronic  mail  and 
document  exchange. 

1983 

105 

110 

$10,000  to  $50, 000(b) 

ExecuTrleve  ® 

On-line  query  package  and  report 
generation  system. 

1984 

25 

30 

$20,000  to  $30,000 

verify’’’-”- 

Automated-quaftty  control  testing  tool. 

April  1985 

10 

10 

$21,250  to  $29,750 

ExecuTrieve® 
34/36  (c) 

Information  management  software. 

1984  (c) 

325 

405 

$4,850  to  $7,600 

omnilink’’’-”- 

34/36 

Information  transfer  software 

March  1985 

75 

145 

$2,750 

(a)  This  price  includes  two  copies. 


(b)  The  price  for  the  mainframe  portion  of  OMNILINK  depends  upon  the  number  of  modules  selected.  The  license  fee  for  each  copy  of 
the  microcomputer  software  ranges  from  $300  to  $800  depending  on  the  number  of  copies  licensed. 

(c)  In  addition,  a special  limited  dictionary  version  of  Executrieve  34/36  is  marketed  by  third  party  vendors  ("OEMs")  who  bundle  the 
package  with  their  software.  During  the  fiscal  year  ended  May  31,  1985,  there  were  approximately  65  copies  of  the  limited  dictionary 
marketed  by  these  OEMs. 
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and  other  communications  network  devices  to  communicate  with  each 
other.  OMNILINK  is  comprised  of  two  sets  of  software,  software 
residing  on  the  mainframe  and  software  residing  on  the  microcomputer. 

. The  microcomputer  software,  marketed  os  OMNIMiCRO^“-  , 
includes  an  applications  generator,  query  language,  a file 
reformat  utility  function,  spreadsheet  analysis,  business 
graphics,  and  word  processing  components. 

. The  mainframe  components  include  facilities  for  data  selection 
and  extraction,  electronic  mail  (formerly  OMNICOM^“  ),  and 
document  exchange  with  Wang  word  processors. 

OMNILINK^“'  34/36,  introduced  in  1985,  links  IBM  System  34/36 
minicomputers  with  IBM  and  compatible  microcomputers  for  access  to 
information  stored  in  the  IBM  System  34/36. 

On-Line  Software's  information  management  software  products  include 
ExecuTrieve®  , an  ad  hoc  on-line  query  system  for  mainframes,  and 
ExecuTrieve®  34/36,  an  information  retrieval  and  management  system 
for  IBM  System  34/36  minicomputers. 

During  fiscal  1985  On-Line  Software  discontinued  its  Datapoint-based 
software  product. 

• Installation  of  On-Line  Software  products  is  generally  done  by  customer 
personnel  at  the  customer's  site.  Documentation  manuals  are  included  in  the 
cost  of  the  software  and  training  is  provided  for  an  additional  charge. 

Maintenance  services  are  provided  after  the  first  year  of  the  license 
for  an  annual  fee  equal  to  15%  of  the  current  license  fee  of  the 
product,  payable  in  advance. 

Present  subscribers  to  maintenance  services  include  over  90%  of  On- 
Line  Software's  software  clients. 

Telephone  support  services  are  available  for  product  implementation 
and  maintenance. 

• On-Line  Software's  educational  services  include  advanced  technical  seminars 
and  training  programs  in  CICS,  IMS,  VS  AM,  and  VTAM  software.  The 
company  conducts  courses  on  14  different  subjects  under  two  types  of 
arrangements,  as  follows: 

Public  prescheduled  seminars,  covering  standardized  course  topics,  are 
conducted  in  most  major  cities  throughout  the  U.S.  Attendance  at 
public  seminars  averages  between  18  and  20  persons  per  course,  with 
course  fees  ranging  from  $400  to  $900  per  person.  During  fiscal  1985 
On-Line  Software  held  over  380  public  courses. 
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In-house  seminars  are  taught  at  customer's  offices  and  normally  involve 
some  tailoring  of  the  courses  to  meet  specific  customer  needs.  Fees 
for  in-house  seminars  vary,  depending  on  the  number  of  attendees  and 
course  given.  A typical  in-house  seminar  has  between  12  and  20 
persons  with  fees  ranging  from  $8,A^00  to  $16,000.  During  fiscal  1985, 
On-Line  Software  conducted  over  1 79  in-house  seminars. 

• On-Line  Software  provides  professional  services  consulting  primarily  to  users 
of  intermediate  and  large-scale  IBM  telecommunications  and  data  base/data 
communications  systems,  in  particular  those  using  CICS  or  IMS. 

Services  provided  include  application  system  design  and  implementa- 
tion, application  project  management  and  planning,  CICS  system  and 
application  audits,  system  troubleshooting,  performance  monitoring  and 
tuning,  network  design,  and  feasibility  studies. 

Projects  performed  during  fiscal  1985  include  the  following: 

. For  Dun  & Bradstreet,  On-Line  Software  provided  the  require- 
ment's definition,  external  and  internal  designs,  and  implemen- 
tation assistance  for  a corporate  Family  Tree  System;  report 
designs  and  technical  support  to  CICS  applications  groups  for 
Dun's  Agricultural  Reporting  System;  development  of  an  on-line 
Project  Management  System. 

. For  Pioneer  Video,  On-Line  Software  implemented  order  entry, 
order  processing,  inventory  control,  accounts  payable  and 
receivable,  sales  promotion,  and  advertising  systems. 

. For  FMR  Corporation,  On-Line  Software  provided  enhancements 
to  a brokerage  system  it  had  previously  designed  and  imple- 
mented. 

Approximately  85%  of  fiscal  1985  consulting  revenue  was  derived  from 
services  provided  in  the  metropolitan  New  York  City  area,  although 
services  have  been  provided  throughout  the  U.S. 

INDUSTRY  MARKETS 

• On-Line  Software's  fiscal  1985  revenue  was  derived  from  users  of  IBM's  on- 
line communications  systems.  The  company's  products  and  services  are 
marketed  across  industries. 

• On-Line  Software  has  OEM  license  agreements  with  various  distributors 
permitting  these  vendors  to  market  certain  On-Line  Software  products  with 
their  own  software/hardware  products. 
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GEOGRAPHIC  MARKETS 

• Approximately  97%  of  fiscal  1985  revenue  was  derived  from  the  U.S.  and  3% 
was  derived  from  international  sources. 

• U.S.  offices  are  located  in  Fort  Lee  (NJ),  Atlanta,  San  Antonio,  and  Marina 
del  Rey  (CA). 

• On-Line  Software's  international  headquarters  is  located  in  Brussels,  Belgium. 

The  company  is  attempting  to  increase  its  foreign  revenue  by 
increasing  its  international  distributor  network. 

In  July  1984  On-Line  Software  entered  into  an  agreement  with  ITT 
Industries  Ltd.  (ITT-I)  providing  ITT-I  distribution  rights  to  On-Line 
Software's  mainframe  products  in  13  Western  European  countries, 
excluding  the  U.K. 

In  April  1985  On-Line  Software  executed  an  additional  distribution 
agreement  with  the  ITT-I  affiliate  in  Spain. 

The  company's  software  products  are  also  marketed  in  Australia,  New 
Zealand,  South  Africa,  Israel,  Hong  Kong,  and  South  America  through 
distributors.  During  fiscal  1986  marketing  will  be  expanded  to  several 
Southeast  Asian  countries. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• On-Line  Software  has  an  IBM  4341  L2  operating  under  VSE/VM/MVS  installed 
at  its  headquarters. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  JUNE  1982 


ON-LINE  SOFTWARE  INTERNATIONAL, 
INC. 

Fort  Lee  Executive  Park 
Two  Executive  Drive 
Fort  Lee,  NJ  07024 
(201)  592-0009 


Jock  M.  Berdy,  Chairman  and  President 
Public  Corporation,  OTC 
Total  Employees:  220 
Total  Revenue,  Fiscal  Year  End 
5/31/83:  $20,191,000 
Computer  Services  Revenue: 
$19,140,000* 


ON-LINE  SOFTWARE  INTERNATIONAL 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 
ITEM  — 

5/83 

5/82 

5/81 

5/80 

5/79 

Revenue 

. Percent  increase 
from  previous  year 

Income  (loss)  before 

$20,191 

48% 

$ 13,679 
70% 

$ 8,037 
43% 

$ 5,634 
68% 

$ 3,363 
N/A 

taxes 

. Percent  increase 
from  previous  year 

$ 3,947 
15% 

$ 3,434 
161% 

$ 1,314 
243% 

$ 383 
404% 

$ (126) 
N/A 

Net  income  (loss) 

. Percent  increase 
from  previous  year 

Earnings  (loss)  per 

$ 2,507 
40% 

$ 1,791 
277% 

$ 475 
486% 

$ 81 
166% 

$ (123) 
N/A 

share 

. Percent  increase 
from  previous  year 

$ 0.73 

24% 

$ 0.59 

269% 

$ 0.16 
433% 

$ 0.03 
175% 

$ (0.04) 
N/A 

• In  September  1982  On-Line  Software  made  an  initial  public  offering  of 
88O,O0O  shares  of  common  stock,  500,000  of  which  were  sold  by  the  company 
and  380,000  by  selling  shareholders. 

Net  proceeds  to  the  company  of  approximately  $6.5  million  have  been 
added  to  working  capital.  A portion  of  these  funds  were  used  to 
acquire  a mainframe  computer,  for  the  acquisition  of  software 
products,  and  in  connection  with  the  company's  newly-occupied  office 
space. 


*INPUT  estimate 
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SOURCE  OF  REVENUE  ^ 

• A three-year  summary  of  On-Line  Software's  source  of  revenue  follows: 


5/83 

5/82 

5/81 

Revenue 

Percent 

Revenue  Percent 

Revenue 

Percent 

($  thousands) 

of  Total 

($  thousands)  of  Total 

($  thousands) 

of  Total 

Software  products, 

$ 10,897 

$ 5,835  43% 

$2,815 

including  maintenance 

54% 

35% 

Consulting  services 
Education  services. 

4,693 

23 

4,563  33 

2,887 

36 

including  publications 

3,997  (a) 

20 

3,158  23 

2,304 

29 

Investment  income 

604 

_3 

123  1 

31 

$20,191 

100% 

$13,679  100% 

$ 8,037 

100% 

(a)  Includes  an 

estimated  $450,000  of  noncomputer  services  revenue 

derived  from 

sales  of  software-related  publications. 
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ON-LINE  SOFTWARE  INTERNATIONAL 

65  Route  4 East 
River  Edge,  NJ  0766 1 
(201)  488-7770 


Jack  M.  Berdy,  President 
Private  Corporation 
Total  Employees;  180 
Total  Revenue,  Fiscal  Year  End 
5/31/82:  $13,700,000 
Computer  Services  Revenue: 
$13,500,000 


THE  COMPANY 

• On-Line  Software  International  was  founded  in  1969  as  a software  consulting 
company  specializing  in  large-scale  data  base/data  communications  (DB/DC) 
systems.  In  1974  On-Line  Software  expanded  its  services  to  include  software 
products  for  CICS  users.  The  company  also  offers  CICS  and  VSAM  courses  and 
publishes  newsletters  and  handbooks  for  DB/DC  users. 

• Fiscal  1982  revenue  was  $13.7  million,  a 66%  increase  over  fiscal  1981  revenue 
of  $8.3  million.  On-Line  Software  estimates  fiscal  1983  revenue  will  reach 
$20  to  $22  million.  A five-year  revenue  summary  follows: 


ON-LINE  SOFTWARE  INTERNATIONAL 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


--......^FISCAL  YEAR 

ITEM 

5/82 

5/81 

5/80 

5/79 

5/78 

Revenue 

. Percent  increase 

$13,700 

$ 8,251 

$ 5,265 

$ 3,235 

$ 2,438 

from  previous  year 

66% 

57% 

63% 

33% 

40% 

• Management  estimates  that  no  more  than  2%  of  total  revenue  in  any  year  is 
derived  from  sales  of  software-related  publications.  The  remainder  of  revenue 
is  derived  from  software,  consulting,  and  educational  services. 


• On-Line  Software's  180  employees  are  distributed  as  follows: 


Marketing/sales  30 

Software  development  30 

Consultants/customer  support  60 

Education  25 

General  and  administrative  35 


180 
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KEY  PRODUCTS  AND  SERVICES 

• Approximately  50%  of  On-Line  Software's  computer  services  revenue  for 
fiscal  1982  was  derived  from  systems  software  product  sales,  30%  from 
consulting  services,  and  20%  from  educational  services. 

• On-Line  Software's  products  are  designed  for  IBM  and  plug-compatible  systems 
using  CICS,  and  include  the  following: 

INTERTEST,  a testing  and  productivity  aid  for  applications  develop- 
ment for  OS  and  DOS,  was  introduced  in  1976.  Priced  at  $19,000,  there 
are  over  600  installations. 

GUARDIAN,  introduced  in  1979,  is  a security  package  which  allows 
monitoring  of  access  through  terminals.  Priced  at  $22,000  for  the  OS 
version  and  $15,000  for  the  DOS  version,  there  are  100  installations. 

OMNICOM  is  an  electronic  mail  system  for  both  OS  and  DOS  installa- 
tions. Priced  at  $25,000,  there  are  over  50  systems  installed. 

DataVantage,  introduced  during  the  first  half  of  1982,  is  a testing  and 
productivity  aid  for  data  base  systems,  primarily  IBM's  IMS  and  DL/I. 
Priced  at  $30,000,  there  are  12  users. 

INSYST,  introduced  in  mid- 1 982,  is  an  applications  generator  for  on-line 
systems.  Priced  at  $20,000  for  the  OS  version  and  $15,000  for  the  DOS 
version,  there  are  20  users. 

• Consulting  services  are  outlined  as  follows: 

DB/DC  systems  development. 

. DB  design. 

. Applications  design. 

. Applications  implementation. 

Distributed  processing. 

Network  design. 

Performance  and  tuning. 

Troubleshooting. 

Sysgens. 

Corporate  DP  planning. 

. Capacity  analysis  and  planning. 

. Comparative  package  studies. 

. DBMS  comparisons. 

. System  feasibility. 

Project  management. 

System  migration  management. 

. Software  upgrades. 

. Operating  system  conversions. 

. Integrating  non-standard  software. 
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• A partial  list  of  consulting  clients  includes  Exxon,  Manufacturers  Hanover 
Trust  Company,  Irving  Trust,  Hartz  Mountain,  Combustion  Engineering,  and 
Time,  Inc. 

• Past  projects  include; 

The  design  of  a restart/recovery  subsystem  used  to  integrate  an  IBM  TP 
monitor  and  an  independent  vendor's  data  base  package  for  a major 
manufacturer. 

The  design  and  implementation  of  an  on-line  updating,  order  entry,  and 
inventory  control  turnkey  system  for  a wholesale  office  supply  business. 

The  review  of  software  requirements  for  a major  bank  in  the  process  of 
decentralizing  part  of  its  data  processing  operations.  On-Line  Systems 
provided  project  management  and  technical  support  for  upgrading  the 
bank's  operating  systems,  teleprocessing  monitor,  access  methods,  and 
conversion  to  standard  restart/recovery  support. 

• On-Line  Software  provides  a variety  of  educational  courses  throughout  the 
United  States.  Topics  include: 

CICS/VS  Applications  Programming. 

CICS/VS  Logic  and  Debugging. 

CICS/VS  Internals. 

CICS/VS  Performance  and  Tuning. 

Recovery/Restart. 

VSAM:  Its  Structure  and  How  to  Use  It. 

CICS/VS  Applications  Design. 

IMS/DB  (DL/ 1 ) Applications  Programming. 

VTAM:  From  Start  to  Finish. 

INDUSTRY  MARKETS 


Discrete  manufacturing 

30% 

Process  manufacturing 

10% 

Bank  and  finance 

30% 

State  and  local  government 

5% 

Other 

25% 

100% 

GEOGRAPHIC  MARKETS 

• Fiscal  1982  revenue  is  distributed  as  follows: 

United  States  95% 

International  5 

100% 
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• On-Line  Software's  products  are  marketed  by  representatives  in  Australia, 
Belgium,  Denmark,  England,  Finland,  France,  Holland,  Italy,  New  Zealand, 
South  Africa,  Sweden,  and  West  Germany. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• On-Line  Software  uses  a service  bureau  for  software  development.  There  are 
no  mainframes  installed. 
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COMPANY  HIGHLIGHT 


ON-LINE  SYSTEMS,  INC. 

115  Evergreen  Heights  Drive 
Pittsburgh,  Pennsylvania  15229 
(412)  931-7600 


John  T.  Godfrey,  Chairman  of  the 
Board 

Public  corporation 
Total  and  computer  services  sales 
as  of  FY  ending  4/75:  $11,433,706 


NUMBER  OF  EMPLOYEES  engaged  in  computer  services : 250 

KEY  PRODUCTS/SERVICES : OLS  markets  remote  com.puting  services  primarily, 

which  represent  90%  of  annual  revenues . The  balance  of  service  is 
divided  between  facilities  management  and  software  (professional)  services. 
Specific  products  include: 

• OLIVER,  a data  base  management  system 

• FMS,  Financial  Modeling  System 

• OSCAR,  a project  scheduling  and  control  system 

• SHURE,  System  for  Human  Resources,  a personnel  management  system 

• MOP,  Melt  Optimization  Program,  for  specialty  metals  firms 

• Graphics 

• ORACLE 

OSL  markets  over  400  programs,  but  OLIVER  and  FMS  are  its  key  products. 

FMS  is  actually  marketed  by  Dynabank,  which  is  owned  by  the  First  National 
Bank  of  Atlanta,  the  Mellon  Bank,  the  Continental  Illinois  National 
Bank  and  Trust  Company  of  Chicago. 

APPLICATIONS : Major  applications  available  through  OLS  include: 

• Business  modeling  and  planning 

• Cash  flow  management 

• Purchasing 

• Order  entry 

• Production  control 

• Quality  control 

• Case  tracking 

• Stock  quotation 

Through  FMS  users  have  modeled  new  market  opportunities,  merger  or 
acquisition  possibilities,  revenue  and  expense  options,  and  franchising 
versus  owning  sales  outlets. 

GEOGRAPHIC  MARKETS:  Customers  are  served  by  15  sales  offices  located 

throughout  the  U.S.,  but  with  some  concentration  in  the  northeastern 
section.  Branch  offices  are  located  as  follows: 

6666  Powers  Ferry  Road  1920  Lansdowne  Road 

Atlanta,  Georgia  30339  Baltimore,  Maryland  21227 

(404)  256-3186  (301)  247-2393 
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COMPANY  HIGHLIGHT/ ON-LINE  SYSTEMS,  INC. 


40  Washington  Street 
Wellesley,  Massachusetts  02181 
(617)  237-5070 

290  Main  Street 
Buffalo,  New  York  14202 
(716)  852-1647 

230  West  Monroe  Street 
Chicago,  Illinois  60606 
(312)  782-2000 

16600  Sprague  Road 
Cleveland,  Ohio  44130 
(216)  234-3376 

2525  Stemmons  Freeway 
Dallas,  Texas  75207 
(214)  634-9043 

25511  Southfield  Road 
Southfield,  Michigan  48075 
(313)  559-1350 


COMPUTER  HARDWARE  AND  SOFTWARE; 


3407  West  Sixth  Street 

Los  Angeles,  California  90020 

(213)  386-7030 

1005  Clifton  Avenue 
Clifton,  New  Jersey  07013 
(201)  779-3444 

600  Third  Avenue 

New  York,  New  York  10016 

(212)  661-1412 

One  Bala  Cynwyd  Plaza 

Bala  Cynwyd,  Pennsylvania  19004 

(215)  667-1495 

Two  Allegheny  Center 
Pittsburgh,  Pennsylvania  15212 
(412)  322-5922 

31  State  Street 
Pittsford,  New  York  14534 
(716)  385-3150 

962  Wayne  Avenue 

Silver  Spring,  Maryland  20910 

(301)  585-8600 


12  DEC  PDP  10s 
22  DEC  PDP  ll/45s 

OVERALL  ASSESSMENT  AND  TRENDS;  OLS  has  experienced  revenue  growth  and 
profitability  consistently  for  the  past  seven  years.  This  steady  pattern 
will  continue  under  the  leadership  of  Chairman  John  Godfrey  and  President 
Jack  Roseman.  Good  business  sense  has  been  exercised  in  diversifying  the 
customer  base  to  the  extent  that  when  government  contracts  cease,  the 
company  can  remain  profitable.  During  its  FY  1975  OLS  lost  two  significant 
federal  government  contracts,  one  with  the  Federal  Energy  Administration 
and  one  with  the  Cost  of  Living  Council,  which  combined  represented  about 
one-fourth  of  annual  sales.  The  loses  were  partially  offset  by  a new 
$1.6  million  contract  with  the  Department  of  Health,  Education  and  Welfare 
for  the  development  of  an  automated  student  loan  system.  It  was  fortunate 
for  OLS's  track  record  that  the  impact  of  losing  25%  of  its  business  was 
offset  by  growth  in  other  sectors  of  the  economy.  The  acquisition  of 
Leasco  Response,  Ltd.  announced  in  November,  1975,  is  another  example  of 
the  OLS's  efforts  to  diversify  its  customer  base. 
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Primary  Industry-Specific  Market:  Banking  and  Finance 


On-Syte 

1309  West  15th  Street  #130 
Plano,  TX  75075 
(214)  423-5300 

CEO:  Cliff  Lazarine,  President 
Private  Company 
Founded:  1982 

Employees:  1 00  ( 1 0/86) 

Revenue  (FYE  12/31/85):  $7  million* 


The  Company:  Provides  processing  services  to  independent  banks  with  under  $300 
million  in  assets.  The  company  originally  was  founded  to  provide 
processing  services  to  Latin  American  banks.  In  January  1986  On- 
Syte  introduced  processing  services  to  Texas,  Oklahoma,  and 
Louisiana  markets.  The  company  achieved  a 30%  growth  rate  from 
1984  to  1985  and  expects  1986  revenue  will  increase  more  than  30% 
over  1 985  levels. 

Sources  of  Revenue: 

- Processing  Services  (1 00%) 

Key  Services: 

- Processing  Services  (Utilizes  IBM  System  36  computers) 

• On-Syte  provides  full  service  processing  to  banks  through  System  36  mini- 
computers located  at  each  of  its  nine  service  centers.  Each  service  center 
currently  provides  processing  for  one  to  six  banks. 

Target  Industries: 

- Banking  and  finance  (100%) 

Geographic  Markets: 

FY  1985:  Latin  America  (1  00%) 

FY  1 986+:  U.S.  (40%),  Latin  America  (60%) 

FY  1987+:  U.S.  (80%),  Latin  America  (20%) 

- Service  centers  are  located  in  nine  U.S.  cities  in  Texas,  Oklahoma,  and 
Louisiana.  Sales  offices  are  also  located  in  Monterey  and  Mexico  City  (Mexico). 


*1NPUT  estimate 
+Company  estimate 


October  1 986 
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OPCENTER  L.L.C.  - 
Call  Center  Services 


Contact  Information  For  Call  Center  Services  in  the  U.S.: 

OPCENTER  L.L.C. 

51  East  42  Street,  Suite  700 
New  York,  NY  10017 

USA  The  following  profile  outlines  the  services 

Tel:  +1  (212)599  1010  and  support  offered  by  OPCENTER  L.L.C. 

Fsx:  +1  (212)5991440  for  Call  Center  Services 

E-mail:  opcenter@opcentral.com 

Internet:  http://www.opcentral.com 


Company  Background 

OPCENTER  was  founded  in  1996  as  an  Information  Technology  firm  specializing  in  providing 
technical  staffing  resources  to  support  IT  infrastructure  needs  including  call  centers,  level  1,  2 
and  3 help  desk  support  and  systems  operations.  The  company  offers  technical  expertise  at  all 
levels  spanning  high-level  architectural  design  to  hands-on  PC  troubleshooting. 

In  the  call  center,  OPCENTER  staff  focuses  on  problem  diagnostics  and  resolution,  systems 
configuration  and  roll  out  and  follow  up  customer  support. 

In  addition  to  strong  technical  credentials,  OPCENTER  provides  background  in  the  financial 
services  industry,  including  banking,  brokerage  and  insurance,  as  well  as  consumer  products. 

OPCENTER  maintains  its  headquarters  in  New  York  City  with  a second  location  in  central 
New  Jersey.  From  these  locations,  OPCENTER  supports  customers  in  the  Mid- Atlantic  and 
Northeastern  regions  of  the  United  States. 
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Call  Centers  Services  Solution 

OPCENTER’S  core  competency  is  Information  Technology  Software  and  Services.  In  this  arena, 
the  company  supports  both  internal  and  external  clients  with  a broad  range  of  technology 
capabilities: 

• New  systems  configurations  and  roll  outs 

• System  upgrades  (via  electronic  distribution  and  field  support) 

• Local  and  wide  area  networking  design  and  diagnostics 

• Connectivity  issues 

• Laptop  utilization  and  remote  access 

• Database  updates 

• Customer  Service  Support  (both  inbound  and  outbound). 

Exhibit  1 presents  OPCENTER  major  focus  on  the  call  center  market. 

Exhibit  1 


OPCENTER  Call  Centers  Major  Focus,  1997-2000 


Importance 

1997 

2000 

Call  Collection/Processing 

Yes 

5 

Calls  Routing/Reception 

Yes 

5 

Field  Service  Support  and  Assistance 

Yes 

5 

Debt  Chasing 

No 

1 

Complaints  Handling 

Yes 

5 

Telemarketing 

No 

1 

Telesales/Sales  tracking 

No 

1 

Customer  Information  Services 

No 

1 

Call  Center  Service  Full  Provision 

No 

1 

Other:  IT  Support 

Yes 

5 

1 = Low ; 5 = High  Source:  OPCENTER 


Exhibit  2 in  the  following  page  shows  OPCENTER  IT  software  and  services  activities  in  the 
call  center  business. 


OPCENTER  L.L.C.  - Call  Center  Services 

February  1998  © 1998  by  INPUT.  Reproduction  Prohibited. 


Page  2 of  4 


INPUT  Vendor  Profile 


Exhibit  2 


OPCENTER  Call  Centers 
IT  Software  and  Services,  1997-2000 


Type 

% of  1996 
Revenues 

Future 

Growth 

Professional  Services  / Consultancy 

25% 

5 

Systems  Integration 

- 

- 

Systems  Operations 

10% 

4 

Application  Management 

- 

- 

Business  Operations 

- 

- 

Processing  Services 

- 

- 

Application  Software  Products 

- 

- 

Other:  - Help-Desk  Support 

35% 

5 

- Field  Technical  Support 

25% 

5 

- Y2000  Testing 

5% 

5 

(*)  in  Business  Operations  Source:  OPCENTER 


Operations  and  Structure 

OPCENTER  is  currently  located  in  New  York  City  with  a second  location  in  central  New  Jersey. 
All  company  services,  including  Call  Center,  Help  Desk,  Desktop  Support  and  Systems 
Operations  consulting,  are  provided  from  these  two  locations.  The  company  is  prepared  and 
capable  of  opening  new  offices  as  required  to  address  new  customer  needs.  In  addition, 
OPCENTER  provides  on-site  support  at  customer  locations,  working  alongside  the  customer’s 
in-house  staff  and  leveraging  the  customer’s  installed  operations  infrastructure. 

Exhibit  3 gives  an  overview  of  OPCENTER’s  capabilities  in  the  US. 

Exhibit  3 


OPCENTER  Call  Center  Capabilities  in  the  U.S.,  1997 


U.S. 

1997 

Total  number  of  locations 

2 

Average  number  of  operators 

As  needed 

Round  the  clock  capability 

As  needed 

Multilingual  capability 

Yes 

Source:  OPCENTER 


References 

Exhibit  4 shows  case  studies  of  call  center  major  projects  that  OPCENTER  has  undertaken.  In 
the  first  nine  months  of  1997,  the  company  has  signed  22  contracts  for  help  desk  support 
activities. 

Major  Strengths 

• Technical  expertise  for  distributed  hardware  and  software  problem  diagnostics, 
troubleshooting  and  resolution 
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• Technical  expertise  for  networking  and  LAN  to  WAN  connectivity  diagnostics, 
troubleshooting  and  problem  resolution 

• Industry  knowledge  (banking  and  consumer  products)  for  customer  support  services 

Company  Strategy  of  Development 

• Geographic  expansion 

• Market  share  growth  in  existing  customer  base 

• Expanded  service  offerings  in  the  areas  of  Y2000 
Exhibit  4 


Selected  Call  Center  Case  Studies  - OPCENTER 


Customer 

Country/ 
Region  iS. 

Project  Details 

A New  York-based 
Global  Investment  Bank 

U.S. 

Help-desk  support  for  commercial  loan  applications 
Desktop  support  for  investment  banking  users 

International 

Pharmaceutical 

Company 

U.S. 

Desktop  support  for  Senior  Executives  using  third-party 
software 

One  of  the  Largest  U.S. 
Banks 

U.S. 

Help  desk  and  field  tech  support  for  Global  Investment 
Services  clients  throughout  the  United  States;  Desktop 
support  for  Trading  and  Global  Trust  users 

Global  Consumer 
Products  Firm 

U.S. 

Help  desk  support  for  the  US  field  sales  force  using  laptop 
PCs  for  sales  presentations,  inventory  updates,  order  input 
and  tracking. 

Source:  OPCENTER 
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Unibase  Technologies  - 
Call  Center  Services 


For  Call  Center  Services  in  the  U.K.,  contact: 

Unibase  Technologies 
Lynn  Biodgett 
510  W.  Park  Land  Drive 
Sandy,  UT  84070 

USA  The  following  profile  outlines  the  services 

Tel:  +1  (801)  567  5000  and  support  offered  by  Unibase  Technologies 

Fax:  +1  (801)567  5003  for  Call  Center  Services 

E-mail:  lynnb@unibasetech.com 


Company  Background 

Beginning  as  a data  entry  company,  Unibase  Technologies  began  its  telemarketing  unit  in  1989 
with  a focus  on  business-to-business  lead  generation.  Since  then,  the  company  has  been  in  the 
TeleServices  business  offering  high  quality,  cost  effective  TeleServices  and  data  entry 
outsourcing  solutions  for  its  clients.  Today,  Unibase  Technologies  is  one  of  the  top  50  inbound, 
outbmmd  and  transcription  services  firms  in  the  United  States. 

In  1996,  Unibase  Technologies’  annual  turnover  was  $9.3  million.  The  company’s  major  clients 
are  in  the  telecommunications  industry,  the  business  services,  the  banking  and  finance  sector 
as  well  as  in  retail.  In  the  short  term,  major  growth  is  expected  in  utilities. 

Call  Centers  Services  Solution 

Unibase  Technologies’  core  competency  is  TeleServices.  In  this  area,  the  company  provides  a 
full  range  of  telemarketing  services.  These  include: 

• Third  Party  Verification 

• Lead  Generation  and  Verification 

IVA-98 
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• Market  Research 

• Telesales 

• Data  Base  Update 

• Customer  Information  and  Satisfaction  Surveys 

• Customer  Service  Support  / Services  (Inbound  and  Outbound) 

• Banking  Services 

• Credit  Card  Validation  / Verification  Services 

Exhibit  1 presents  Unibase  Technologies  major  focus  on  the  call  center  market. 
Exhibit  1 


Unibase  Call  Centers  Major  Focus,  1997-2000 


Importance 

1997 

2000 

Call  Collection/Processing 

No 

1 

Calls  Routing/Reception 

Yes 

5 

Field  Service  Support  and  Assistance 

No 

4 

Debt  Chasing 

No 

1 

Complaints  Handling 

Yes 

5 

Telemarketing 

Yes 

5 

Telesales/Sales  tracking 

Yes 

4 

Customer  Information  Services 

Yes 

4 

Call  Center  Service  Full  Provision 

Yes 

5 

Other:  Third  Party  Verification 

Yes 

5 

1 = Low ; 5 = High  Source:  Unibase  Technoiogies 


Exhibit  2 shows  Unibase  Technologies  IT  software  and  services  activities  in  the  call  center 
business. 

Exhibit  2 


Unibase  Call  Centers  IT  Software  and  Services,  1997-2000 


Type 

% of  1996 
Revenues 

Future 
Growth  ;- 

Professional  Services  / Consultancy 

(*) 

5 

Systems  Integration 

n 

4 

Systems  Operations 

(*) 

3 

Application  Management 

(*) 

5 

Business  Operations 

90% 

5 

Processing  Services 

10% 

4 

Application  Software  Products 

- 

1 

O in  Business  Operations  Source:  Unibase  Technoiogies 
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Operations  and  Structure 

Unibase  Technologies  has  call  center  facilities  in  Utah,  Texas  and  Arizona,  as  well  as  data  entry 
and  scanning  facilities  in  several  other  states,  Mexico  and  Europe.  This  gives  the  company  a 
continental  presence  with  more  than  5,000  employees. 

In  December  1994,  the  company  moved  into  its  new  Sandy,  Utah  headquarters,  which  greatly 
expanded  telemarketing  and  data  entry  capacity  and  allowed  additional  room  for  growth.  In 
December  1996,  Unibase  TeleServices  opened  a new  facility  in  San  Antonio,  Texas,  more  than 
tripling  telemarketing  and  transcription  production  floor  capacity. 

Exhibit  3 gives  an  overview  of  Unibase  Technologies’  capabilities  in  the  US. 

Exhibit  3 


Unibase  Call  Center  Capabilities  in  the  US,  1997 


U.S. 

1997 

Total  number  of  locations 

2 

Average  number  of  operators 

400 

Round  the  clock  capability 

Yes 

Multilingual  capability 

Yes 

Source:  Unibase  Technologies 


Alliances  and  Partnerships 

Unibase  Technologies  has  developed  strategic  partnerships  with  other  service  providers 
allowing  to  offer  a one-stop  solution  to  outsourcing  customer  needs.  In  addition  to  providing 
TeleServices,  the  following  additional  options  are  available:  full  IVR  capabilities  with  more  than 
a 2,000  line  capacity,  fulfillment  services,  data  entry  services,  and  full  call  blending  capabilities 
to  clients  in  office  and  in  home  workforce. 

Major  alliances  and  partnerships  are: 

• Software  Vendors:  Davox,  Digital 

• Hardware  Vendors:  Lucent  Technologies,  Call  Interactive 

• Telecommunications:  AT&T,  MCI,  LDSS  Worldcom,  US  West,  Southwestern  Bell 

References 

Exhibit  4 in  the  following  page  shows  some  case  studies  of  call  center  major  projects  that 
Unibase  Technologies  has  undertaken.  In  1996,  the  company  has  signed  25  contracts  of  which 
50%  were  full  outsourcing. 
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Exhibit  4 

Selected  Call  Center  Case  Studies  - Unibase 


Customer 

Country/ 

Region 

Project  Details 

Lucent  Technologies 

U.S. 

Lead  generation,  market  research,  inbound  call  center, 
business  reply  mail 
and  processing 

Call  Center 
Management 

u.s. 

Lead  generation  and  telesales 

Pacific  Bell 

U.S. 

Telesales,  inbound  and  third  party  verification 

MyTwinn 

u.s. 

Outsourced  inbound  customer  service,  mailroom,  data  entry, 
outbound  telesales 

WW  Grainger 

u.s. 

Outbound  customer  service  campaigns,  market 
segmentation,  data  entry 

Source:  Unibase  Technologies 


Major  Strengths 

• Customized,  complete  inbound/outbound  teleservices  solutions  for  major  companies 

• Specialists  in  business  to  business  lead  generation  and  Third  Party  Verification 

• Services  provided  with  the  combined  strength  of  an  in  home/  in  office  workforce 

Company  Strategy  of  Development 

• Market  share  grov^dh  within  existing  client  relationships  and  TeleServices  specialties 

• Targeted,  focused  entry  in  emerging  telemarketing  opportunities  (help  desk, 
industry) 

• Use  of  leading  edge  call  center  technology  to  provide  quality,  cost  effective  services 
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Open  Market,  Inc. 


245  First  Street 
Cambridge,  MA  02142 
Phone:  (617)949-7000 

Fax:  (617)949-7140 

Internet:  http://www.openmarket.com 


OPEN 


Chairman;  Shikhar  Ghosh 

President  & CEO;  Gary  B.  Eichhorn 

Status;  Public 

Employees;  550  (8/97) 

Revenue;  $22,501 ,000 

Fiscal  Year  End;  1 2/31  /96 


Key  Points 

• Open  Market,  Inc.  develops,  markets, 
licenses,  and  supports  high-performance 
software  products  that  allow  its  consumers 
to  engage  in  business-to-consumer  and 
business-to-business  electronic  commerce  on 
the  Internet. 

• Open  Market  was  one  of  the  first  companies 
to  conduct  a live  transaction  over  the 
Internet  and  the  first  to  bring  to  market  a 
full-fledged  order  management  system  for 
conducting  commerce  over  the  Internet. 


• Transact™,  Open  Market’s  flagship  product, 
has  received  recognition  in  the  form  of 
awards  such  as  the  Intranet  Excellence 
Award  presented  by  Networld-i-Interop. 

• The  company  has  expanded  globally  and  has 
been  among  the  first  Internet  companies  to 
establish  a presence  in  Europe  and  the 
Pacific  Rim,  along  with  a customer  support 
center  in  the  Netherlands. 

• In  May  1997,  the  company  announced  a 
software  license  and  distribution  agreement 
with  Raptor  Systems,  Inc.  granting  rights  to 
the  company’s  Axcess  product  for 
approximately  $6,000,000. 

• In  March  1997,  recognizing  the  significant 
opportunity  in  the  information  commerce 
market.  Open  Market  acquired  Folio 
Corporation,  a leading  provider  of  software 
for  publishing  professional  information. 
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• During  the  second  quarter  of  1997,  Open 
Market  established  a Japanese  subsidiary, 
Open  Market  Japan  K.K.,  in  order  to 
increase  channels  of  distribution  in  the 
Japanese  market. 

Company  Description 

Founded  in  1994,  Open  Market  develops, 
markets,  licenses,  and  supports  software 
products  that  support  business-to-consumer 
and  business-to-business  electronic  commerce 
on  the  Internet  and  allow  users  to  deploy 
Internet-based  business  applications  within 
an  enterprise  (intranet). 

• Open  Market’s  technology  separates  the 
management  of  business  transactions  from 
the  management  of  content,  thereby 
allowing  companies  to  securely  and 
centrally  manage  business  transactions 
using  content  located  on  multiple 
distributed  Web  servers. 

• Products  are  targeted  to  commerce  service 
providers  that  develop  transaction 
management  services  for  their  customers,  as 
well  as  large  retailers,  manufacturers,  and 
distributors. 

• The  company’s  products  permit  functions 
such  as  order  taking,  authorization, 
payment  processing,  security,  and  customer 
service  to  be  performed  centrally  by  a back- 
office  transaction  management  system, 
allowing  merchants  and  other  content 
providers  to  focus  on  management  of  the 
front-office  content  at  their  distributed  Web 
sites. 

• In  May  1996,  Open  Market  completed  its 
initial  public  offering,  raising  approximately 
$76  million.  This  financing,  together  with  a 
private  financing,  provided  over  $100 
million  to  the  company. 


Operations  and  Structure 

The  company’s  key  executives  are  listed 
below. 


Open  Market 
Key  Executives 


Name 

Title 

Shikhar  Ghosh 

Chairman 

Gary  Eichhorn 

President  & CEO 

David  Gifford 

Chief  Scientific  Officer 

Robert  Weinberger 

VP,  Marketing 

Daniel  E.  Ross 

VP,  Worldwide  Sales 

Regina  0.  Sommer 

Senior  VP  & CFO 

Lawrence  C.  Stewart 

CTO 

Peter  Y.  Woon  & 
Gail  Goodman 

VPs,  General  Managers, 
Internet  Commerce 
Division 

Tom  Nephew 

VP,  Customer  Service  & 
Support 

Bill  Bennet 

President,  Folio  Products 
Division 

Source:  Open  Market 


Open  Market  is  headquartered  in  Cambridge, 
MA  and  has  domestic  offices  in  Chicago,  IL; 
Atlanta,  GA;  and  Menlo  Park,  CA.  Open 
Market  also  has  offices  in  several  countries 
around  the  world,  including  Canada,  Great 
Britain,  France,  Germany,  Japan,  Italy, 
Sweden,  the  Netherlands,  and  Australia. 

Open  Market’s  products  are  distributed 
through  its  new  Japanese  subsidiary  as  well 
as  by  several  of  Japan’s  largest  trading 
companies.  Products  are  also  distributed  by 
leading  companies  in  countries  such  as 
Malaysia,  Singapore,  Brazil,  Korea,  and  South 
Africa. 

Employees 

As  of  Dec.  31,  1996,  Open  Market  had 
approximately  351  employees  worldwide. 
Including  the  acquisition  of  new  companies. 
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Open  Market  had  a total  of  550  employees, 
segmented  as  follows: 


Engineering  and  Development 152 

Sales  and  Marketing 110 

Support  and  Operations 65 

Finance  and  Administration 25 

Acquisitions 198 


550 

Company  Strategy 

Open  Market's  objective  is  to  be  the  leading 
supplier  of  comprehensive,  integrated,  high- 
performance  software  products  to  enable 
businesses  to  conduct  Internet  commerce. 

The  company's  products  provide  the  core 
applications  for  managing  transactions  on  the 
Internet,  support  open  standards  and  multiple 
security  and  payment  protocols,  and  work 
with  popular  browsers  and  servers. 

To  achieve  its  objective,  the  company  is 
pursuing  the  following  strategies; 

• Focusing  on  providing  software  to  enable 
Internet-based  commerce 


Market  Strategy 

Open  Market’s  focus  is  on  the  ability  of  the 
Internet  to  revolutionize  the  customer-facing 
aspects  of  a business,  including:  marketing 
and  sales,  order  to  delivery,  service,  and 
product  creation  processes. 

Open  Market’s  software  products  are  used  by 
a variety  of  companies  across  a broad 
spectrum  of  markets,  including  business-to- 
consumer,  business-to-business,  information 
publishing,  retail,  financial  services,  and 
telecommunications.  These  businesses  either 
directly  deploy  the  software  within  their  own 
enterprises  or  procure  services  from  commerce 
service  providers  (CPSs)  running  Open 
Market  software.  CPSs  include  trusted 
entities  such  as  telecommunication  firms, 
banks,  and  Internet  service  providers  who 
have  implemented  Open  Market’s  software 
and  as  a result,  are  offering  commerce 
services  to  smaller  mid-sized  companies  that 
wish  to  outsource  the  cost  and  complexity 
associated  with  implementing  and 
maintaining  this  software  within  their  own 
organizations. 


• Promoting  OM-SecureLink  as  an  industry 
standard 

• Supporting  open  systems 

• Providing  enhanced  transaction  and  content 
security 

• Continuing  to  develop  technology  and 
marketing  relationships 

• Establishing  a worldwide  infrastructure  of 
commerce  service  providers 

• Implementing  a comprehensive,  worldwide 
distribution  strategy 

• Pursuing  market  opportunities  in  three  key 
market  segments:  retail,  business-to- 
business,  and  information  commerce 


Product  Strategy 

To  keep  pace  with  technological  developments 
in  the  marketplace  and  address  customer 
needs,  the  company  intends  to  expand  its 
existing  product  offerings  and  introduce  new 
application  products  for  the  Internet-based 
electronic  commerce  and  enterprise  markets. 

Although  Open  Market  expects  that  certain  of 
its  new  products  will  be  developed  internally, 
the  company  may  expand  its  product  offerings 
through  acquisitions. 

Open  Market  relies  on  external  relationships 
and  development  resources  for  development  of 
some  of  its  products  and  components. 
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Acquisitions 

Recent  acquisitions  made  by  Open  Market 
include  the  following: 

In  February  1997,  Open  Market  signed  a 
definitive  agreement  to  acquire  Waypoint 
Software  Corporation  of  Boston  for  $12 
million  in  cash  and  equity. 

• Waypoint  Software  specializes  in  business- 
to-business  catalogs  for  the  Internet  and 
quick  retrieval  of  complex  product 
information  for  product  specifiers  in  the 
manufacturing  industry. 

• With  this  acquisition,  Open  Market  will  use 
Waypoint’s  on-line  catalog  technology  in 
combination  with  Transact  to  create  a 
complete  on-line,  end-to-end  commerce 
solution.  This  software  is  intended  to 
eliminate  the  cost  of  printing  and 
distribution,  and  improve  merchandising 
effectiveness  and  customer  service. 


In  March  1997,  Open  Market  completed  its 
acquisition  of  Folio  Corporation  for  $45 
million. 

• Folio  is  a supplier  of  software  for  managing 
business-critical  information. 

• With  this  acquisition.  Open  Market  hopes  to 
set  itself  apart  competitively  by  providing 
information  industry  participants  with  a 
complete  end-to-end  solution  that 
accelerates  their  move  to  the  Internet  for 
sales,  distribution,  and  service. 

Financials 

Open  Market’s  total  1996  revenue  reached 
$22.5  million,  compared  to  revenue  of  $1.8 
million  in  1995.  Net  losses  increased  108%, 
from  $14.0  million  in  1995  to  $29.1  million  in 
1996. 

A two-year  financial  summary  is  shown  in 
Exhibit  1. 


Exhibit  1 


Open  Market,  Inc. 
Two-Year  Financial  Summary 
(S  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1996 

1995 

Revenue 

$22.5 

$1.8 

• Percent  change  from 
previous  year 

1,145% 

N/A 

Net  income  (loss) 

$(29.1) 

$(14.0) 

• Percent  change  from 
previous  year 

(108%) 

N/A 

Earnings  (loss)  per  share 

$(0.96) 

$(0.53) 

• Percent  change  from 
previous  year 

(81)% 

N/A 

Source:  Open  Market 
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Research  and  development  expenditures  were 
approximately  $16.4  million  (73%  of  revenue) 
in  1996,  compared  to  $6.7  million  in  1995  and 
$840  thousand  in  1994. 

Interim  Results 

Revenue  for  the  six  months  ending  June  30, 
1997  rose  264%  year  to  year,  from  $7.4  million 
in  1996  to  $26.9  million  for  the  same  period  in 
1997.  Net  losses  for  the  period  were  $48.7 
million.  Excluding  charges  for  acquired  in- 
process  R&D  in  connection  with  the 
acquisitions  of  Waypoint  Software  and  Folio 
Corporation,  the  net  loss  for  the  six-month 


Exhibit  2 


period  was  $14.4  million,  compared  to  $13.5 
million  for  the  period  in  1996. 

Revenue  Analysis  by  Product/Service 

Approximately  76%  ($17.2  million)  of  Open 
Market’s  1996  revenue  was  derived  from 
products,  and  24%  ($5.3  million)  from 
services.  A two-year  source  of  revenue 
summary  is  shown  in  Exhibit  2. 

Most  of  the  company’s  1996  revenue  can  be 
attributed  to  the  release  of  its  two  main 
products.  Transact  and  Axcess.  Also  in  1996, 
the  company  increased  its  consulting  service 
in  conjunction  with  the  implementation  of 
these  products. 


Open  Market,  Inc. 

Two-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

Product/Service 

1996 

1995 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent 
of  Total 

Products 

$17.2 

76% 

$.37 

20% 

Services 

$5.30 

24% 

$1.44 

80% 

Total 

$22.5 

100% 

$1.81 

100% 

Source:  Open  Market 


Market  Financials 

Open  Market  targets  business-to-business 
suppliers  who  not  only  want  to  build  and 
manage  an  on-line  catalog,  but  who  want  to 
quickly  move  to  selling  products  directly  over 
the  Internet. 

The  company  also  markets  products  to 
commercial  publishers  for  creating  and 
distributing  professional  reference 
information  both  via  CD  ROM  and  via  the 
Internet. 


Corporate  users  of  professional  information 
use  Folio  software  to  customize,  personalize, 
manage,  and  distribute  information  vital  to 
their  ongoing  business. 

Geographic  Markets 

Approximately  83%  of  Open  Market’s  1996 
revenue  was  derived  from  North  America,  8% 
from  Asia  and  the  Pacific  Rim,  7%  from 
Europe,  and  2%  from  other  international 
sources.  Exhibit  3 displays  a two-year 
geographic  source  of  revenue  summary. 
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Exhibit  3 


Open  Market 

Two-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Geographic  Market 

Fiscal  Year 

1996 

1995 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$18.7 

83% 

$1.8 

100% 

Asia/Pacific 

$1.9 

8% 

... 

... 

Europe 

$1.5 

7% 

... 

... 

Other 

$.4 

2% 

... 

... 

Total 

$22.5 

100% 

$1.8 

100% 

Source:  Open  Market 


Key  Products  and  Services 

Open  Market  software  enables  companies  to 
actively  promote,  advertise,  and  merchandise 
their  products  and  services,  not  from  a Web 
site,  but  from  virtually  anywhere  on  the  Web 
and  beyond  to  include  electronic  mediums 
such  as  e-mail,  CD  ROMs,  and  word 
processing  documents. 

SecureLink  Commerce  Architecture 

Open  Market’s  SecureLink  Commerce 
Architecture  connects  all  participants  in  the 
on-line  business  community,  enabling  them  to 
reach  more  customers,  add  value  to  their 
offerings,  close  sales  faster,  and  create 
enhanced  relationships  and  cross-promotional 
opportunities  with  partners. 

Open  Market’s  secure  standards-based 
commerce  objects  are  part  of  the  SecureLink 
Commerce  Architecture.  Commerce  objects 
such  as  Digital  Offers,  Digital  Receipts, 

Digital  Tickets,  Digital  Coupons,  and  Digital 
Queries  require  no  custom  coding,  are 
completely  secure,  and  can  be  used  with 
standard  Internet  technology. 


Internet  Commerce  Products 
Transact™ — The  company’s  core  Internet 
commerce  platform  manages  Internet 
commerce  within  a corporation’s  or  commerce 
service  provider’s  operations. 

Transact  offers  powerful  functionality  such  as 
complete  order  management,  on-line  customer 
service,  security,  authentication,  record- 
keeping, flexible  purchasing  and  payment 
models,  and  secure  transaction  processing, 
including  sales  tax  and  shipping  charges. 

Transact  has  been  widely  adopted  by  major 
telecommunications  and  financial  service 
providers  as  the  basis  of  their  Internet 
commerce  services,  and  powers  many  of  the 
world’s  largest  commerce  Web  sites  as  well. 

LiveCommerce — Open  Market’s 
LiveCommerce  is  a next-generation  Internet 
catalog  product.  Designed  for  manufacturers 
and  distributors,  LiveCommerce  can 
economically  provide  a customized,  private 
catalog  to  each  of  its  top  customers  that  would 
present  content,  product  lines,  pricing,  and 
branding  specific  to  each  customer. 
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Folio  Products 

The  Folio  Products  Division  of  Open  Market 
extends  Internet  commerce  to  the  information 
publishing  arena  and  provides  corporate 
customers  with  comprehensive  solutions  for 
managing  and  distributing  business-critical 
professional  information. 

The  Folio  offering  includes  the  award-winning 
Folio  product  family,  Folio  SiteDirector,  and 
Folio  SecurePublish.  Each  is  founded  on 
Folio’s  infobase  technology,  which  manages 
compressed,  secure,  and  rapidly  searchable 
multimedia  information. 

The  Folio  family  includes: 

• Folio  Views,  a high-end  access  and  retrieval 
product  designed  for  professional 
information  users 

• Folio  Builder,  an  industrial-strength 
software  suite  for  creating,  distributing,  and 
updating  electronic  information  providers 

• Folio  Integrator,  a tool  set  that  enables 
developers  to  incorporate  Folio’s  rich 
information  management  components  into 
information  solutions 

Open  Market’s  Worldwide  Service  and 
Support  Organization 

Open  Market  Customer  Service  Programs 
provide  technical  and  professional  services  to 
help  customers  maximize  Open  Market’s 
business  solutions.  Services  include: 

• Infrastructure  development 

• Technical  services 

• Education 

• Consulting 

• Start-up  services 


Open  Market  Customer  Service  Programs 
work  in  partnership  with  customers  to  ensure 
that  their  business  solutions  are  successfully 
deployed.  Open  Market  programs  are 
modular  and  flexibly  structured  so  customers 
can  choose  the  level  of  support  that  best  fits 
their  unique  business  requirements. 

Open  Market  has  opened  an  international 
Service  Center  in  the  Netherlands  to  extend 
high-level  services  to  customers.  This  service 
center  enables  Open  Market  to  accommodate 
service  and  support  requirements  on  a global 
scale. 

Marketing  and  Sales 

Open  Market  believes  that  its  customer 
service,  support,  and  education  programs  are 
critical  to  the  successful  development  and 
marketing  of  its  Internet-based  business 
solutions  because  these  programs  strengthen 
relationships  with  leading  customers  in  target 
markets. 

The  company  has  expanded  it  sales  and 
marketing  team  to  publicize  and  promote  its 
new  products.  Open  Market  also  provides  and 
distributes  new  product  sales  literature,  and 
has  greatly  increased  its  selling  and 
marketing  expenditures. 

Open  Market  sells  its  products  directly  to 
large  Fortune-type  companies  that  have  the 
technical  expertise  and  commitment  to 
Internet  commerce  to  manage  a high-end 
transaction  processing  system  in-house. 

For  small  and  mid-sized  businesses  that 
prefer  to  outsource  the  complexity  of  Internet 
commerce.  Open  Market  has  established  a 
worldwide  infrastructure  of  commerce  service 
providers  (CSPs).  CSPs  provide  commerce 
services  to  other  companies  that  want  to 
dedicate  their  resources  to  establishing  and 
maintaining  their  Web  presence  rather  than 
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managing  their  own  internal  transaction 
processing  systems. 

During  the  second  quarter  of  1997,  Open 
Market  announced  distribution  agreements 
with  Pernec  Technologies  in  Malaysia  and 
Supported  Software,  a division  of  Persetel  in 
South  Africa.  The  company  also  established  a 
Japanese  subsidiary.  Open  Market  Japan 
K.K.,  in  order  to  fully  realize  the  potential  of 
the  Japanese  market. 

Clients 

Currently  a number  of  companies  use  a 
variety  of  Open  Market’s  products.  A sample 
of  clients  includes  Banc  One,  First  Union 
National  Bank,  Time,  Inc.  New  Media, 
Tribune  Company,  BT,  Internet  MCI,  and 
Toronto  Dominion  Bank. 

• Representative  Internet  commerce 
customers  include  AT&T,  British  Telecom, 
CNET,  Disney,  First  Union  National  Bank, 
iStar  Internet,  PointCast,  Inc.,  SegaSoft, 
Telstra,  Time  Warner,  Tribune  Company, 
and  UUNet  Pipex. 

• Representative  Folio  customers  include  the 
American  Bar  Association,  Baan 
Corporation,  Citicorp,  Matthew  Bender, 
Thomson,  Aetna,  Chevron,  Liberty  Mutual, 
Procter  & Gamble,  and  Travelers. 

Open  Market  has  continued  to  add  to  its 
clientele  in  1997  by  signing  contracts  with 
various  companies  around  the  world.  Some  of 
these  companies  include  SegaSoft,  Disney, 
PointCast,  Addison-Wesley  Longman,  Telstra, 
Internet  Commerce  Services  Corp., 
Mainspring  Communications,  Belgacom,  Barn 
Technologies,  and  ECNet. 


Partners 

Open  Market  CREW  Developers  Program 

The  Crew  Developers  Program  is  designed  to 
help  Web  site  developers,  Web  hosting 
companies,  systems  integrators,  and  Internet 
service  providers  generate  new  business  and 
revenue  with  Open  Market’s  Internet 
commerce  solutions. 

• CREW  Developers  help  link  companies 
selling  their  goods  and  services  over  the 
Internet  with  commerce  service  providers 
(CSPs). 

• To  date,  there  are  over  1,200  CREW 
members,  including  AT&T,  MCI,  First 
Union  National  Bank,  and  BT. 

Alliances 

Open  Market  has  alliances,  partnerships,  and 
marketing  agreements  with  a variety  of 
companies,  including  the  following: 

• Ariba  and  Open  Market  announced  a 
strategic  partnership  to  work  on  Internet 
commerce  business-to-business  initiatives. 

• Portland  Software  and  Open  Market  joined 
forces  to  ESD-enable  on-line  merchants. 
This  will  allow  customers  to  market  and  sell 
software  over  the  Internet  employing 
Portland  Software’s  Ziplok  ESD  system. 

• Allaire  Corporation  delivers  support  for 
Open  Market  technology  to  create 
commerce-ready  Web  sites. 

• Open  Market  recently  extended  its 
relationship  with  Hewlett-Packard,  AT&T, 
and  iCat  in  order  to  leverage  HP’s  strong 
reseller  channel. 
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• Open  Market  established  partnerships  with 
EDI  suppliers  Sterling  Commerce  and 
Premenos  to  assist  in  bringing  EDI  to  the 
Internet. 

• Open  Market  licensed  OM-SecureLink  to 
Novell  for  integration  with  Novell’s 
NetWare  Web  server. 

• Open  Market  software  will  be  distributed  by 
Korea’s  LG  Group  in  an  effort  by  Open 
Market  to  control  more  of  the  Internet 
commerce  in  Korea. 

• Open  Market  will  participate  in  Compaq’s 
Rainmaker  development  software  during 
1997.  This  partnership  with  Compaq  will 
allow  Open  Market  to  bring  Internet 
commerce  within  reach  of  all  businesses, 
regardless  of  size. 

• Open  Market  and  iCat  have  entered  into  a 
collaborative  software  development 
agreement  for  1997. 

• Silicon  Graphics  and  Open  Market  have 
joined  together  in  order  to  provide  greater 
support  for  Web-based  commerce. 

Competition 

Open  Market’s  Internet  commerce  products 

and  intranet  applications  software  face 


competition  from  Internet  commerce  product 

competitors  such  as,  Microsoft,  Oracle,  and 

IBM. 

Assessment 

Open  Market  feels  that  its  strengths  include: 

• Superior  product  architecture  that  supports 
multiple  business  models  including  hard 
goods,  digital  goods,  and  subscriptions.  It 
also  separates  management  of  the  content 
from  management  of  the  transaction  to 
provide  a highly  scalable  environment. 

• Proven,  time-tested  products  with  brand- 
name  customers 

• Worldwide  service  and  support 
infrastructure 

• A focus  on  Internet  commerce  for  more  than 
three  years 

Challenges  faced  by  the  company  over  the 

coming  year  include; 

• Continuing  to  penetrate  target  markets 

• Helping  commerce  service  providers  to  be 
successful  in  attracting  merchants 
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Open  Market,  Inc. 

Chairman: 

Shikhar  Ghosh  / JX- 

President  & CEO: 

245  First  Street 
Cambridge,  MA  02142 

Gary  Eichhorn  o p e r<  " a a k e t 

Phone: 

(617)  621-9500 

Fax: 

(617)  621-1703 

Internet:  http://www.openmarket.com 

Status:  Public 

Employees:  280  (7/96) 

Revenue,  FYE  12/31/95:  $1,805,761 

Revenue,  3 mos.  ending  3/31/96:  $2,675,000 


Key  Points 

• Open  Market,  Inc.  offers  a range  of  business 
software  products  that  allow  companies  to 
engage  in  electronic  commerce  on  the 
Internet. 

• In  June  1996,  Open  Market  and  Data 
General  Corporation  announced  an  OEM 
agreement  whereby  Open  Market’s  software 
will  be  available  on  Data  General’s  AViiON 
servers  under  the  DG/UX  B2-level  secure 
operating  system. 


• In  April  1996,  Open  Market  released  a beta 
version  of  OM-Express™,  its  first 
noncommerce  product  aimed  at  ehminating 
the  delays  of  Web  brow'sing. 

• In  March  1996,  Open  Market  introduced 
OM-Transact™  and  OM-Axcess™,  a new 
class  of  software  that  enables  companies  to 
manage  Internet  commerce  and  intranet 
transactions. 

• In  December  1995,  Open  Market  and 
Sequent  Computer  Systems  announced  the 
world’s  fastest  Web  server. 

• In  November  1995,  CEO  Gary  Eichhorn 
joined  Open  Mairket  from  Hewlett-Packard. 
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• During  1995,  Tribune  Co.,  Advance 
Publications,  and  Time  Warner,  Inc.  became 
investors  in  Open  Market  and  joined  its 
board  of  directors. 

Company  Description 

Founded  in  1994,  Open  Market  develops, 
markets,  licenses,  and  supports  software 
products  that  support  business-to-consumer 
and  business-to-business  electronic  commerce 
on  the  Internet  and  allow  users  to  deploy 
Internet-based  business  applications  within 
an  enterprise  (intranet). 

• Open  Market’s  technology  separates  the 
management  of  business  transactions  from 
the  management  of  content,  thereby 
allowing  companies  to  securely  and 
centrally  manage  business  transactions 
using  content  located  on  multiple 
distributed  Web  servers. 

• Products  are  targeted  to  large  network 
service  providers  that  develop  transaction 
management  services  for  their  customers,  as 
well  as  large  retailers,  manufacturers,  and 
distributors. 

• The  company’s  products  permit  functions 
such  as  order  taking,  authorization, 
payment  processing,  security,  and  customer 
service  to  be  performed  centrally  by  a back- 
office  transaction  management  system, 
allowing  merchants  and  other  content 
providers  to  focus  on  management  of  the 
front-office  content  at  their  distributed  Web 
sites. 

Organization  and  Structure 

Open  Market  is  headquartered  in  Cambridge 
(MA). 

In  addition,  the  company  has  domestic  sales 
offices  in  New  Jersey,  Chicago  (IL),  Atlanta 
(GA),  and  Menlo  Park  (CA).  International 


sales  offices  are  in  Toronto  (Canada)  and  the 

U.K. 

Open  Market  also  has  sales  representatives  in 
Washington,  D.C.,  France,  and  Australia. 

A list  of  key  executives  follows: 


Open  Market 
Key  Executives 


Name 

Title 

Shikhar  Ghosh 

Chairman 

Gary  Eichhorn 

President  & CEO 

David  Gifford 

Chief  Scientific  Officer 

Robert  Weinberger 

VP  Corporate  Marketing 

Daniel  E.  Ross 

VP  Worldwide  Sales 

Regina  0.  Sommer 

Secretary  & CFO 

Lawrence  C.  Stewart 

CTO 

Peter  Y.  Woon 

VP  Engineering 

Tom  Nephew 

VP  Customer  Service  & 
Support 

Gail  Goodman 

VP  Business  Operations 

Joanne  Conrad 

VP  Human  Resources 

Bob  Abramson 

VP  Quality  & Planning 

Company  Strategy 

Open  Market’s  strategy  is  to  focus  on 
providing  Internet  commerce  software. 

The  company’s  products  provide  the  core 
applications  for  managing  transactions  on  the 
Internet,  support  open  standards,  and 
multiple  security  and  payment  protocols,  and 
work  with  popular  browsers  and  servers. 

Open  Market’s  objective  is  to  be  a leading 
supplier  of  comprehensive,  integrated,  high- 
performance  software  products  that  enable 
businesses  to  manage  Internet  business 
transactions  and  intranet  applications.  To 
achieve  this  objective,  the  company  is 
pursuing  the  following  strategies: 
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• Focusing  on  providing  software  to  enable 
Internet-based  commerce  and  intranet 
applications 

• Promoting  OM-SecureLink  as  an  industry 
standard 

• Supporting  open  systems 

• Providing  enhanced  transaction  and  content 
security 

• Continuing  to  develop  technology  and 
marketing  relationships 

• Implementing  a comprehensive,  worldwide 
distribution  strategy 

Market  Strategy 

Open  Market  believes  that  the  next  major 
phase  of  Internet  growth  will  be  driven  by  the 
emergence  of  commerce  and  other  interactive 
business  applications  on  the  Weh. 

Additionally,  management  believes  that,  with 
the  right  software,  the  same  general-purpose, 
worldwide  network  that  has  been  used  to 
display  content  and  manage  communications 
and  E-mail  can  also  be  harnessed  to  manage 
electronic  commerce  transactions  conducted 
on  the  Internet,  as  well  as  intranet 
applications  within  an  enterprise. 

Product  Strategy 

To  keep  pace  with  technological  developments 
in  the  marketplace  and  address  customer 
needs,  the  company  intends  to  expand  its 
existing  product  offerings  and  introduce  new 
application  products  for  the  Internet-hased 
electronic  commerce  and  enterprise  markets. 


Although  Open  Market  expects  that  certain  of 
its  new  products  will  be  developed  internally, 
the  company  may,  based  on  timing  and  cost 
considerations,  expand  its  product  offerings 
through  acquisitions. 

In  addition.  Open  Market  has  relied  and  will 
continue  to  rely  on  external  relationships  and 
development  resources  for  development  of 
certain  of  its  products  and  components 
thereof. 

Some  of  Open  Market’s  current  technology 
partners  include  Bluestone,  FTP  Software, 
Interleaf  TAXWARE  International, 

Premenos  Corp.,  and  RSA  Data  Security,  Inc. 
(Security  Dynamics). 

Financials 

Since  its  inception.  Open  Market  has 
generated  minimal  revenue  from  development 
and  consulting  services.  The  company  first 
began  to  record  product  revenue  in  the  third 
quarter  of  1995  subsequent  to  the 
introduction  of  its  Merchant  Solution™  front- 
office  commerce  solution  for  merchants. 

During  its  first  year  of  operation.  Open 
Market  produced  a net  loss  of  $13.9  million 
based  on  revenues  of  $1.8  million. 

Due  to  Open  Market’s  brief  operating  history, 
a quarterly  comparison  between  the  quarter 
ending  March  31,  1995  and  the  most  recent 
quarter  (ending  March  31,  1996),  rather  than 
an  annual  comparison,  will  follow: 
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Open  Market,  Inc. 
Interim  Financial  Summary 
($  thousands,  except  per-share  data) 


Quarter  Ending 

Item 

3/31/96 

3/31/95 

Revenue 

$2,675 

$88 

• Percent  change  from 

previous  year 

★ 

N/A 

Net  income  (loss) 

• Percent  change  from 

$(6,687) 

$(1,012) 

previous  year 

(561%) 

N/A 

Earnings  (loss)  per  share 
• Percent  change  from 

$(0.26) 

N/A 

previous  year 

N/A 

N/A 

* Percent  change  is  greater  than  1, 000%. 


Of  the  $2.7  million  Open  Market  earned  in 
revenues  during  the  first  three  months  of 
1996,  product  revenues  were  approximately 
$2.2  million  (84%  of  total  revenues),  while 
services  accounted  for  approximately  $427,000 
(16%  of  total  revenues). 

• The  majority  of  the  product  revenues  for  the 
period  consisted  primarily  of  an  initial 

$2  million  license  fee  received  from  FTP 
Software,  Inc. 

• During  this  same  period.  Open  Market  did 
not  recognize  any  revenues  from  its  OM- 
Transact  or  OM-Axcess  products,  and  the 
company  expects  that  revenues  from  these 
products  will  represent  a significant 
percentage  of  total  revenues  in  the  future. 

Operating  expenses  for  the  period  were 
approximately  $9.3  million,  with  $3.7  million 
stemming  from  research  and  development  and 
$4. 1 million  for  sales  and  marketing 
expenditures. 


• These  figures  represent  dramatic  increases 
relative  to  the  same  period  a year  prior, 
when  research  and  development  expenses 
were  $522,000  and  selling  and  marketing 
expenses  $317,000;  609%  and  1,199% 
increases,  respectively. 

• Open  Market  management  attributes  the 
increase  in  research  and  development 
expenses  to  the  hiring  of  additional  software 
engineers  and  consultants  to  develop  and 
enhance  the  company’s  products,  as  well  as 
increased  equipment  and  facilities-related 
costs. 

• The  substantial  increase  in  selling  and 
marketing  expenses  was  primarily  due  to 
the  expansion  of  Open  Market’s  sales  and 
marketing  organization  through  an  increase 
in  the  number  of  sales  and  marketing 
personnel,  preparation  and  distribution  of 
new  product  sales  literature,  and  an 
increase  in  promotional  and  advertising 
expenses. 
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Employees 

As  of  March  31,  1996,  Open  Market  had 
approximately  257  employees,  segmented  as 
follows: 


Engineering 112 

Sales  and  Marketing 76 

Support  and  Operations 46 

Finance  and  Administration 23 


257 

The  company  currently  has  280  employees. 

Key  Products  and  Services 

Open  Market  provides  software  products  that 
the  company  believes  bring  the  full  range  of 
business  capability  to  the  Internet  and  make 
secure  electronic  commerce,  enterprise-wide 
applications,  and  industry-specific  solutions 
possible. 

• Open  Market  has  developed  an  integrated 
set  of  products  and  services  to  manage  both 
Internet  business  transactions  and  intranet 
applications. 

• Open  Market’s  product  solution  combines 
the  advantages  of  distributed  Web  servers 
deployed  throughout  a company  and  across 
the  Internet  with  the  ability  to  centrally 
manage  business  transactions  and  intranet 
applications  from  secure,  centrally  managed 
sites. 

Open  Market’s  family  of  core  products  include 
Engines,  Management  Tools,  Industry 
Solutions,  Tools  for  Secure  Internet 
Commerce,  and  Search  Devices. 

Engines 

The  Open  Market  UNIX-based  Secure 
Webserver™  is  a high-performance,  secure 
Web  server  that  is  scalable,  multithreaded, 
and  designed  to  handle  a large  number  of 


connections  simultaneously.  Priced  at  $1,495, 
the  server  supports  S-HTTP,  SSL,  and  PCT 
security  protocols  and  also  offers  access 
control,  logging  and  reporting  capabilities, 
and  provides  a foundation  for  integrated, 
distributed  solutions. 

Management  Tools 

WebReporter™  is  a tool  for  tracing  and 
analyzing  Web  server  access  and  activity  and 
generating  customized  reports. 

• WebReporter  uses  a powerful  scripting 
language  to  control  and  format  data,  and 
this  scripting  language  enables  businesses 
to  generate  customized  user  access  and 
browsing  pattern  reports. 

• Designed  for  UNIX  and  soon  available  for 
Windows  NT,  WebReporter  retails  for  $495. 

Industry  Solutions 

Merchant  Solution™  is  designed  to  enable 
merchants  to  set  up  a fully  functioning,  secure 
business  on  the  Web. 

• Merchant  Solution  provides  front-office  tools 
that  allow  merchants  to  secure  their 
business  environment  and  also  supports 
both  SSL  and  S-HTTP  security  protocols, 
providing  the  merchant  with  true  browser 
independence. 

• Retailing  for  $9,995,  Merchant  Solution 
includes  Open  Market’s  Store  Builder,  OM- 
SecureLink  software.  Open  Market  Secure 
Webserver,  and  WebReporter. 

Tools  For  Secure  Internet  Commerce 
OM-Transact  is  a secure  back-office 
transaction  management  infrastructure  for 
the  Internet. 
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• OM-Transact  contains  core  elements  that 
provide  security,  authentication,  record 
keeping,  order  management,  subscription 
processing,  customer  service,  and  payment 
processing. 

• OM-Transact  can  be  used  by  corporations 
and  service  providers  alike. 

• The  list  price  for  OM-Transact  is  $250,000, 
plus  an  additional  $3,000  per  merchant, 
subject  to  volume  discounts. 

OM-Axcess™  is  a server  software  designed  to 
support  a company’s  internal  Web 
applications  by  centrally  managing  the 
authentication  and  authorization  of  end  users 
seeking  access  to  the  system. 

• The  system  centrally  manages  end-user 
authentication  and  authorization  to 
distributed  Web  applications,  which  enables 
businesses  to  perform  a variety  of  business 
functions,  like  controlling  access  to  content 
and  applications  and  reporting  access  to 
data  across  numerous  multivendor  Web 
servers. 

• Commercially  available  for  UNIX-based 
servers,  OM-Axcess’  retail  price  starts  at 
$35,000. 

OM-SecureLink  Executive™,  introduced  in 
March  1996,  enables  the  sale  of  goods  and 
services  on  the  Web  in  conjunction  with  OM- 
Transact  and  also  protects  content  within  a 
business  enterprise  system  or  intranet  in 
conjunction  with  OM-Axcess.  The  product 
runs  on  UNIX  platforms  and  is  planned  for 
Windows  NT  environments. 

Search  Devices 

OM-Express™  is  a desktop  software  product 
designed  to  work  with  leading  Web  browsers 
and  Web  servers. 


• OM-Express  is  designed  to  allow  users  to 
download  selected  Internet  content  to  their 
local  personal  computers  during  off-peak 
hours  for  later  viewing  and  use. 

• Express  enables  a user  to  schedule  the 
downloading  of  a lengthy  document  or 
publication  at  a time  when  Internet  rates 
are  lower  and  to  view  it  on  the  user’s 
personal  computer  when  convenient. 

• OM-Express  retails  for  $30. 

Marketing 

Open  Market  believes  that  its  customer 
service,  support,  and  education  programs  are 
critical  to  the  successful  development  and 
marketing  of  its  Internet-based  business 
solutions  because  these  programs  strengthen 
relationships  with  leading  customers  in  target 
markets. 

The  company  has  expanded  it  sales  and 
marketing  team  to  publicize  and  promote  its 
new  products.  Open  Market  also  provides  and 
distributes  new  product  sales  literature,  and 
has  greatly  increased  its  selling  and 
marketing  expenditures. 

In  addition  to  the  company’s  own  internal 
marketing  and  sales  efforts.  Open  Market  has 
entered  into  strategic  marketing  agreements 
with  companies  to  expand  consumer  exposure 
to  its  products. 

Alliances 

Open  Market  has  alliances/partnerships/ 
marketing  agreements  with  a variety  of 
companies. 

• Open  Market  and  Data  General  Corporation 
have  a strategic  relationship  under  which 
Data  General  offers  Open  Market  software 
on  its  AViiON  servers. 
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• Open  Market  has  worked  with  Time 
Warner  Inc.  to  build  the  platform  for  Time- 
Warner’s  Pathfinder  Web  site. 

• FTP  Software  and  Open  Market  have  a 
comprehensive,  multiyear  joint  development 
agreement. 

• Hewlett  Packard  markets,  sells,  and 
supports  Open  Market’s  Secure  WebServer 
products  worldwide. 

• IBM  uses  and  resells  Open  Market’s 
transaction  management  architecture. 

• Digital  Equipment  Corporation  markets  and 
distributes  Open  Market  products 
worldwide  on  Digital  Alpha  systems. 

• Open  Market  established  partnerships  with 
EDI  suppliers  Sterling  Commerce  and 
Premenos  to  assist  in  bringing  EDI  to  the 
Internet. 

• Open  Market  licensed  OM-SecureLink  to 
Novell  for  integration  with  Novell’s 
NetWare  Web  server. 


Clients 

Currently  a number  of  companies  use  a 
variety  of  Open  Market’s  products.  A sample 
of  clients  includes  Banc  One,  Bloomberg 
Financial  Markets,  Hewlett-Packard,  First 
Union  National  Bank,  networkMCI,  Inc., 

Time,  Inc.  New  Media,  Tribune  Company,  and 
UUNET  PIPEX. 

Newly  announced  clients  in  July  1996  include 
BBN  Planet,  BT,  iSTAR  Internet,  Inc.,  MCI 
Digital  Imaging,  and  Toronto  Dominion  Bank. 

Additionally,  in  July  1996,  twelve  companies 
announced  that  they  would  use  OM- 

Open  Market,  Inc. 

July  1996 


SecureLink  software  to  commerce-enable  their 
business  customers’  Websites,  moving  them 
forward  from  publishing  information  to 
conducting  Internet  commerce. 

These  twelve  Website  developers  are:  ASC 
Solutions,  Inc.,  WebEngine,  Inc.,  Datacom 
Caribe,  Inc.,  ICF,  Inc.,  Merle  Associates, 
NovaLink  USA  Corporation,  Nuvo  Network 
Management,  Online  Computer  Market,  Inc., 
Proclivitiy,  Inc.,  Proxima,  Inc.,  Trinet 
Services,  and  Virtual  Resources. 

Competition 

The  market  for  Internet-based  software  is 
new,  intensely  competitive,  rapidly  evolving, 
and  subject  to  rapid  technological  change.  As 
a result,  Open  Market’s  electronic  commerce 
products  and  intranet  applications  software 
face  competition  from  the  following 
companies: 

• Electronic  commerce  product  competitors 
include  Netscape  Communications, 
Microsoft,  Oracle,  BroadVision,  and 
Connect. 

• Intranet  applications  competitors  include 
Netscape  Communications,  Microsoft,  and 
Oracle. 
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INPUT  Assessment 

Open  Market’s  strengths  include: 

• Open  architecture  and  platforms  for  both 
commercial  and  intranet  products 

• Broad  product  support  from  a variety  of 
players  (Tribune,  Time  Warner) 

• Rapid  acceptance  and  adoption  of  new 
products  by  major  players  (Banc  One, 
Hewlett-Packard) 

• Industry  experience  and  knowledge  of 
management 


Challenges  in  the  future  include: 

• Overcoming  business  and  consumer 
skepticism  and  uncertainty  about  the 
security  of  Internet  commerce 

• Continued  new  product  innovation  and 
refining  of  existing  products  to  keep  pace 
with  the  rapidly  evolving  industry 

• Increasing  competition  from  major  industry 
players 
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COMPANY  HIGHLIGHT 


OPEN  SYSTEMS,  INC. 

Suite  409 
430  Oak  Grove 
Minneapolis,  MN  55403 
(612)  870-3515 


Dan  Webb,  President 
Private  Corporation 
Total  Employees:  28 
Total  Revenue,  Fiscal  Year  End 
5/31/81:  $3,500,000* 


THE  COMPANY 

• Open  Systems  was  founded  in  1974  by  four  partners,  who  are  still  its  sole 
owners.  Originally  the  firm  developed  accounting  packages  for  specialized 
vertical  markets,  on  a contract  basis.  In  1976,  Open  Systems  was  incorpo- 
rated, and  began  to  specialize  in  developing  and  marketing  general  accounting 
packages  for  business  microcomputers. 

• Open  Systems  has  28  employees  segmented  as  follows: 


Marketing/sales  6 

Customer  support  5 

Programmers  4 

Manufacturing  7 

General  and  administrative  6 


28 

• Competitors  include  Peachtree  Software  and  Structured  Systems  Group. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Open  Systems'  revenue  comes  from  software  products. 

• Open  Systems  develops,  manufactures,  and  markets  microcomputer  accounting 
software  products.  Designed  for  a wide  range  of  small-  and  medium-sized 
businesses,  products  are  licensed  to  OEMs,  and  wholesaled  to  dealers  and 
distributors. 

About  50%  of  current  revenue  comes  from  OEMs  and  50%  from  dealers. 
Revenue  from  OEM  licensing  has  been  increasing  at  a faster  rate  than 
revenue  from  dealers  and  is  expected  to  become  the  major  percentage 
in  the  future. 

• Over  1 5,000  software  products  have  been  sold. 

• Products  are  designed  for  microcomputers  with  over  one  megabyte  of  storage, 
and  are  aimed  primarily  at  first  time  users. 
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• Open  Systems'  first  product  was  the  CADO  Financial  Accounting  System, 
introduced  in  1977.  Designed  for  CADO  Systems  Corporation,  which  has 
exclusive  distribution  rights,  about  1,000  products  are  sold  each  month. 

• In  1979,  Open  Systems  introduced  its  main  product.  The  Software  Fitness 
Program. 

This  accounting  package  consists  of  seven  interactive  modules. 

. Receivables,  with  billing  and  sales  analysis. 

. Accounts  payable. 

. General  ledger. 

. Inventory. 

. Order  processing. 

. Payroll. 

. Job  cost. 

The  Software  Fitness  Program  is  offered  in  COBOL  and  BASIC  versions 

and  has  been  adapted  to  run  on  a variety  of  processors  under  several 

operating  systems. 

. The  COBOL  version,  written  in  RM/COBOL  runs  on  Z-80,  8080, 

8085,  and  8086  processors  under  OASIS,  UNIX,  CP/M,  COS990, 
and  several  other  operating  systems. 

The  COBOL  version  is  available  on  micros  by  NCR,  Altos, 
Dynabyte,  Texas  Instruments,  Onyx,  Radio  Shack,  SD 
Systems,  Canon,  NNC,  Godbout,  Televideo,  TRW-Fujitsu, 
and  others. 

. The  BASIC  version,  written  in  Business  Basic  II,  runs  on  8080, 

8086,  Z-80,  and  Z-8000  processors,  using  the  CP/M,  MP/M,  and 
other  operating  systems. 

The  BASIC  version  is  available  on  micros  by  Rexon 
Business  Machines,  Mercator  Business  Systems,  Control 
Data,  Altos,  and  others. 

• The  Coach,  introduced  in  1980,  is  an  on-line  software  product  which  trains  the 
user  to  operate  the  Software  Fitness  Program  and  provides  an  overview  of 
general  accounting.  The  product  was  developed  in  cooperation  with  Phoenix 
Performance  Systems  of  St.  Paul  (MN),  which  developed  a set  of  lessons  for 
each  applications  module. 

• Products  are  licensed  to  OEMs  on  a per  application  royalty  basis.  The  license 
gives  the  OEM  the  right  to  reproduce  Open  Systems  software. 

• Open  Systems  also  licenses  versions  of  its  products  to  dealers  and  distributors. 
Under  this  arrangement.  Open  Systems  supplies  its  software  products  on  8-inch 
double  sided,  double  density  diskettes,  with  documentation.  A variety  of 
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dealer  license  arrangements  are  available,  dependent  upon  the  product  and 
operating  system. 

• Maintenance  support  can  be  provided  to  OEMs  or  dealers.  It  includes 
marketing  support,  technical  support,  error  corrections,  and  W-2  format 
changes.  The  cost  to  dealers  is  $500  per  year,  while  OEM  payments  for 
support  are  negotiated  on  an  individual  basis. 

INDUSTRY  MARKETS 

• All  revenue  is  derived  from  licensing  and  wholesaling  software  products  to 
OEMs,  dealers,  and  distributors.  Users  of  Open  Systems'  accounting  packages 
are  segmented  as  follows; 


Manufacturing 

36% 

Banking,  Finance,  Insurance, 

and 

Real  Estate 

4 

Retail  Distribution 

1 1 

Wholesale  Distribution 

21 

Services 

16 

Agriculture 

2 

Mining 

2 

Construction 

8 

100% 

GEOGRAPHIC  MARKETS 

U.S. 

85% 

Latin  America 

4 

Canada 

5 

Australia,  New  Zealand 

4 

Other  International  2 

100% 


COMPUTER  HARDWARE  AND  SOFTWARE 

• Open  Systems  uses  approximately  20  microcomputers  from  several  manufac- 
turers for  software  development. 
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COMPANY  HIGHLIGHT 


OPERATING  SYSTEMS  INC. 

21031  Ventura  Blvd. 
Woodland  Hills,  CA  91364 
(213) 887-4950 


Robert  M.  Worthy,  President 
Private  corporation 
Total  employees:  85 
Total  revenues,  fiscal  year  end 
12/31/77:  $3,100,000 
Computer  services  revenues: 
$2,800,000* 


THE  COMPANY 


Operating  Systems  Inc.  (OS)  was  Incorporated  in  California  during  1969.  Its 
principal  business  since  that  time  has  been  to  provide  professional  services  to 
the  Federal  government,  primarily  the  Department  of  Defense. 

Fiscal  1977  revenues  increased  approximately  55%  over  fiscal  1976  revenues 
of  about  $2  million.  Revenues  for  fiscal  1978,  expected  to  reach  $3.9  million, 
will  show  a 25%  increase  over  those  of  1977. 

Historically,  the  company  has  expanded  through  internal  growth. 
Management  states  the  company  has  been  profitable  since  1970. 

Computer  services  accounted  for  about  90%  of  fiscal  1977  revenues.  Lease 
revenues  from  hardware  for  turnkey  systems  constituted  the  remaining  10%. 
Recently,  OS  has  begun  to  supply  more  hardware. 

During  1977  OS  formed  a subsidiary,  Datafusion  Inc.,  to  market  two 
hardware  products:  the  Unibust  Tester  and  the  Unibust  Repeater. 

Datafusion  did  not  contribute  to  1977  revenues. 

The  Associative  File  Processor  is  a peripheral  device  marketed  by  OS. 
A disk  controller  for  DEC  PDP-11  mainframes,  it  is  designed  to 
perform  parallel,  content-addressable  searches  of  large  files. 

OS's  employees  are  organized  into  three  main  Divisions— the  Information 
Sciences  Group,  the  Software  Development  Group,  and  the  Systems  Group. 
Employees  for  all  groups  are  distributed  approximately  as  follows: 


Marketing/sales  5% 

Software  services  and  customer  support 
(includes  many  engineers  and  programmers  who 
perform  research  and  development)  80 

Computer  operations  5 

General  and  administrative  10 


100% 


* INPUT  estimate 
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KEY  PRODUCTS  AND  SERVICES 

• Seventy-five  percent  of  OS's  fiscal  1977  computer  services  revenues  were 
generated  by  professional  services  and  25%  by  turnkey  systems. 

• Professional  services  provided  consist  mostly  of  systems  design  and  contract 
programming  for  the  Department  of  Defense.  Projects  performed  have 
included  text  and  language  processing,  intelligence  software  development, 
system  integration,  computer  graphics,  engineering  design  and  modeling,  and 
research  and  development. 

• Turnkey  systems  are  all  DEC  PDP-I  I series  minicomputer-based  systems.  OS 
adds  proprietary  applications  and  systems  software  to  perform  functions  such 
as  message  switching  and  information  retrieval. 

Management  expects  OS's  several  turnkey  installations  to  increase  by 
some  25%  annually  through  1980  and  beyond. 

Rentals  and  leases  on  hardware  packaged  into  turnkey  systems  accounts 
for  roughly  40%  of  the  company's  turnkey  systems  revenues. 

• Management  claims  the  company  has  particular  expertise  in  the  following  10 
applications  areas: 

Natural  language  processing:  automated  message  analysis  and  dissemi- 
nation; text  extraction;  semantic  analysis;  dictionary,  thesaurus,  and 
lexical  compilation;  query  language  design;  automated  language  transla- 
tion; natural  language  event  record  processing;  and  automated  data 
base  generation. 

Software  development:  systems  software  design,  system  performance 
and  data  management,  information  system  design  and  implementation, 
data  base  technology,  and  text  handling. 

Datafusion  technology:  multi-source  data  integration,  data  structure 

translation,  and  data  base  transparency. 

Environmental  and  ocean  systems:  meteorological  and  oceanographic 

data  analysis,  buoy  and  ship  measurement  systems,  ship  testing  systems, 
oil  industry  measurement  systems,  environment  information  systems, 
environmental  modeling  and  simulation,  energy  systems,  and  ocean 
platforms. 

Word  and  text  processing:  edit  systems,  photocomposition  and  page 

layout,  and  publications  automation. 

Signal  and  image  processing:  modulation  and  detection  analysis,  sonar 
and  radar  signal  analysis,  automatic  control  analysis,  instrument  and 
systems  analysis,  pattern  recognition,  and  signal  flow  modeling  and 
simulation. 
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Computer  graphics:  interactive  graphics,  picture  processing,  auto- 

mated design  graphics,  and  applications  software. 

Applied  formal  logic:  inference  processing,  relational  data  systems, 

semantic  analysis,  and  data  correlation. 

Business  information  systems:  special  payroll  systems,  inventory  con- 
trol, job  control,  and  management  information  systems. 


applications  Utility  applications  such  as  systems  and  communications  software 
comprise  the  major  applications  offered  by  OS,  although  general  business  applications 
are  also  offered. 


INDUSTRY  MARKETS 

• OS's  fiscal  1977  revenues  were  derived  from  the  following  two  industries: 

Federal  government  80% 

(Department  of  Defense) 

Manufacturing  20% 

• Federal  government  users  include:  the  Air  Force,  National  Aeronautics  and 
Space  Administration,  Central  Intelligence  Agency,  Defense  Intelligence 
Agency,  Federal  Aviation  Agency,  National  Library  of  Medicine,  and  National 
Oceanic  and  Atmospheric  Administration. 

• Manufacturing  users  include  Bunker  Ramo  Corp.,  Collins  Radio  Co.,  Vector 
General,  Inc.,  Xerox  Corp.,  Macrodata  Corp.,  and  Singer-Librascope,  Inc. 

• In  the  past,  other  users  have  included  Computer  Sciences  Corp.,  System 
Development  Corp.,  and  Global  Associates. 


GEOGRAPHIC  MARKETS 

• OS  revenues  for  fiscal  1977  were  primarily  derived  from  the  Washington,  D.C., 
area  although  the  company  also  obtained  revenues  from  California. 

• Branch  offices  are  located  in  New  York,  Florida,  Nebraska,  Hawaii,  and  the 
District  of  Columbia. 


COMPUTER  HARDWARE  AND  SOFTWARE  For  software  testing  purposes  only,  OS 
uses  about  seven  DEC  PDP-I  I minicomputers  running  under  RSX  or  UNIX.  They  are 
primarily  I 1/05  and  I 1/45  machines. 
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Cross  Industry:  Systems  Software 


Operations  Control  Systems 

560  San  Antonio  Road 
Palo  Alto,  CA  94306 
(415)  493-4122 

CEO:  Gary  Leight,  President 
Private  Company 
Founded:  1 976 

Employees:  35  (11/86) 

Revenue  (FYE  12/31/86):  $2.5  million* 


The  Company:  Operations  Control  Systems  (OCS)  provides  systems  software 
products  for  HP-3000  minicomputers 

Sources  of  Revenue: 

Systems  Software  ( 1 00%) 

Key  Products  arxi  Services: 

- Systems  Software  (Utilizes  HP-3000  minicomputers) 

• OCS/3000  is  a data  center  scheduling  and  automation  family  of  products  for 
the  HP-3000.  OCS/3000  contains  the  following  modules: 

- OCS/SCHEDULER  plans,  organizes,  schedules,  and  tracks  the  entire  data 
center  production  workload 

- OCS/DISPATCHER  automatically  launches  prescheduled  and  on-demand 
user-scheduled  jobs,  while  managing  priorities,  resource  requirements, 
timing,  sequencing,  and  inter-dependencies 

- OCS/TAPE  is  a multiple-system  tape  management  system  that  addresses 
all  aspects  of  tape  use  and  control 

- OCS/JOBFORM  merges  variable  data  into  job  streams  prior  to  execution 

- OCS/NETWORK  centralizes  data  center  management,  allowing  multiple 
CPUs  to  operate  as  one  larger  system 

OCS/CHARGEBACK  tracks  and  analyzes  computer  use  and  provides 
chargeback  reporting 

• OCS/LIBRARIAN  is  a file  management  and  version  control  system  that 
controls  and  tracks  file  movement  and  file  access  while  managing  software 
versions,  releases,  and  generations  throughout  the  software  life  cycle 

• OCS/PRIVATE  enhances  system  security  by  automatically  aging  passwords 
and  forcing  users  to  change  them  on  a periodic  basis.  The  system  allows  users 
to  change  passwords,  restrict  access,  and  automatically  log  off  inactive 
terminals. 

• OCS/KEY  is  designed  to  prevent  unauthorized  access 
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Target  Industries: 

Cross  industry 

Geographic  Markets: 

U.S.,  direct  sales  from  headquarters 
- Non-U.S.,  sales  through  distributors 
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COMPANY  BRIEF 

Primary  Industry-Specific  Market:  Manufacturing 


Optimation 

645  North  Powell  Road 
Independence,  MO  64050 
(816) 257-1500 

CEO:  Michael  D.  Lundy,  President 
Private  Company 
Founded:  1977 

Employees:  40 

Revenue  (FYE  6/30/86):  $3-4  million* 


The  Company:  Provides  software,  turnkey  systems,  and  professional  services  for  the 
computer-optimized  manufacturing  of  sheet  metal.  Products  and 
services  are  aimed  at  minimizing  waste  and  maximizing  efficient 
utilization  of  materials. 

Sources  of  Revenue: 

Application  Software  (40%) 

- Turnkey  Systems  (30%) 

Professional  Services  (30%) 

Key  Products  and  Services: 

- Application  Software  (Utilizes  DEC  VAX  computers) 

• ASOP  (Alpha  Steel  Optimization  Program) 

• Optinest  - Nesting  systems  for  contour  cutting  processes 

• Optipart  - Graphical  part  programming.  Converts  part  geometry  into  NC 
code 

• Optipunch  - Calculates  optimal  material  utilization 
Turnkey  Systems 

• Above  products  are  available  as  turnkey  systems  with  DEC  MicroVAX  and 
VAX  computers 

Professional  Services 

• Education,  training,  and  consulting  relating  to  software  products  and  turnkey 
systems 

Target  Industries: 

- Manufacturing,  sheet  metal  (100%) 

- Many  machine  tool  manufacturers  are  OEMs  for  Optimation  products 
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Geographic  Markets: 

- U.S.  (98%) 

- Non-U.S.  (2%) 

Sales  Offices:  Optimation  has  two  offices:  the  company  headquarters  in 

Independence  and  a marketing  office  in  Las  Cruces  (NM) 


o 
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COMPANY  HIGHLIGHT 


OPTIMUM  SYSTEMS  INC. 

5615  Fisher  Lane 
Rockville,  MD  20852 
(301)468-1000 


G.  J.  Mitchell,  Vice  President 
Private  Corporation 
Total  Employees:  1 10 
Total  Revenues,  Fiscal  Year 
End  7/31/81:  $15,000,000 


THE  COMPANY 

• Optimum  Systems  Inc.  (OSI)  was  founded  in  1967,  and  Is  privately  held  by  the 
Murchison  interests  of  Dallas,  Texas.  OSI  provides  remote  computing  services 
to  federal,  state,  and  local  government  agencies  and  to  private  industry.  OSI 
also  markets  a proprietary  text  editing,  formatting,  macro  programming 
system,  and  other  proprietary  systems  through  a subsidiary  firm,  E.B.S.  Data 
Processing,  Inc. 

• Until  July  1980,  OSI  had  been  divided  into  three  divisions  and  two  subsidiaries 
with  its  headquarters  in  Santa  Clara,  CA.  OSI  has  since  sold  two  divisions  and 
one  subsidiary: 

OSI's  Health  Care  Division,  with  revenues  of  approximately  $8  million 
was  sold  to  Bradford  National  Corporation  in  July  1980. 

. Bradford  moved  the  OSI  California-based  operations  to  Brad- 
ford's New  Jersey  facility.  The  Health  Care  Division  provides 
medical  claims  processing  services  for  Medicare. 

In  November  1980,  OSI  sold  Its  West  Coast  Computer  Utility  Division 
(Santa  Clara)  to  On-Line  Business  Systems,  Inc.,  San  Francisco,  for  an 
undisclosed  amount. 

Banking  Systems,  Inc.,  a wholly-owned  OSI  subsidiary,  which  markets  an 
on-line  software  system  for  financial  institutions,  was  sold  to  GEISCO 
in  September  1981. 

• The  East  Coast  Division,  located  in  Rockville  (MD),  is  the  new  headquarters 
for  OSI.  Also  remaining  is  E.B.S.  Data  Processing,  Inc.  of  Denver  which 
provides  batch  processing  services  and  sells  minicomputer  products. 

• The  following  financial  summary  reflects  OSI's  disposition  of  the  two  divisions 
and  one  subsidiary  in  FY  1980  and  FY  1981.  Revenues  for  E.B.S.  Data 
Processing,  Inc.  are  not  included.  E.B.S.  is  a separate  profit  center  and  a 
separate  Highlight  Is  published. 
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7/78 
$27,500 
N/A 

• OSI  anticipates  FY  1982  revenues  will  reach  $20  million. 

• The  1 10  OSI  employees  are  divided  as  follows; 

Marketing/sales 

Software  services  and  customer  support 
Computer  operations 
General  and  administrative 

NO 


4 

40 

30 

36 


Total  Revenues  ($  thousands) 

. Percent  increase  (decrease) 
from  previous  year 


7/81  7/80  7/79 

$15,000  $38,300  $31,300 

(61%)  22%  14% 


KEY  PRODUCTS  AND  SERVICES 

• Ninety  percent  of  OSI's  FY  1981  revenue  was  derived  from  processing  services 
and  10%  from  the  sale  of  its  software  product. 

OSI's  principal  remote  processing  client  is  the  Federal  Government, 
which  accounts  for  80%.  The  Department  of  Labor  is  OSI's  primary 
user,  although  it  plans  to  expand  its  government  and  commercial 
customer  base. 

• Applications  available  on  the  OSI  network  are  listed  on  the  exhibit. 

• OSI  offers  its  SUPERWYLBUR  command  language  both  as  a separate  software 
package  and  on  its  network.  There  are  approximately  50  installations  of  the 
package  which  sells  for  $30,000.  SUf^RWYLBUR  runs  on  any  IBM  or 
compatible  equipment  operating  under  MVS. 

GEOGRAPHIC  MARKETS  OSI  markets  its  services  nationwide,  although  the 

majority  of  clients  are  concentrated  in  the  Washington,  D.C.  area. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• OSI's  network  consists  of  IN-WATS,  leased  lines,  and  Tymnet. 

• The  Rockville,  MD  data  center  has; 

I IBM  3033  operating  under  MVS. 

IIBM  370/168-3  operating  under  MVS. 
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EXHIBIT 


NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- IBM  370/3033,  IBM  370/168-3 

- OS/MVS 

- JCL 

- JES2 

- TSO 

- CICS 

- SUPERWYLBUR 

• PROGRAMMING  LANGUAGES 

- APL 

- ASSEMBLER 

- BASIC 

- COBOL 

- FORTRAN 

- PL/I 

• DATA  MANAGEMENT  SOFTWARE 

- EASYTRIEVE 

- MARK  IV 

- GIS/VS 

- QUIC 

• PROJECT  MANAGEMENT 

- PMS  IV 

- PROJECT/2  MOD  2 


APPLICATION  AREA/PRODUCT  NAME 


• DATA  BASE  MANAGEMENT  SYSTEMS 

- SYSTEM  2000 

• 1980  CENSUS  ON-LINE  SERVICES 

- DUALABS  1980  CENSUS  SERVICES 

• SIMULATION/STATISTICAL 

- BMD/BMDP 

- SAS 

- SAS/ETS 

- SAS/GRAPH 

- SSP 

- SPSS 

- TPL 

- TSP 

• SCIENTIFIC/MODELING 

- CSMP  III 

- GPSS  IV 

• ENGINEERING 

- COSMIC  NASTRAN 

• GRAPHICS 

- CALCOMP 

- DISSPLA 
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COMPANY  HIGHLIGHT 


OPTIMUM  SYSTEMS,  INC. 

280 1 Northwestern  Parkway 
Santa  Clara,  CA  9505  I 
(408) 987-4444 


Ramon  V.  Jarrell,  Vice  Chairman 
Of  The  Board 
Private  Corporation 
Total  Employees:  1,098 
Total  Revenues,  Fiscal  Year  End 
7/31/79:  $31.3  million 


THE  COMPANY 

• Optimum  Systems  Incorporated  (OSI)  was  founded  in  1967  to  provide 
computerized  sport  player  selection  and  municipal  information  systems.  It  is 
privately  held  by  the  Murchison  family  of  Dallas,  TX.  While  OSI  continues  to 
operate  a player  selection  system  for  the  Dallas  Cowboys  and  several  hockey 
teams,  it  is  now  primarily  a remote  computer  service  vendor  providing 
processing  services  for  Federal,  State  and  local  governments,  manufacturing 
firms,  health  care  organizations,  commercial  banks  and  equipment  dealers. 

• Optimum  Systems  Incorporated  ended  fiscal  year  1979  with  revenues  of  $31.3 
million,  a 14%  increase  over  1978  revenues  of  $27.5  million.  OSI  gross 
revenues  for  the  last  two  years  and  the  estimated  revenue  for  the  current 
fiscal  year  are  listed  below: 


OSI 

GROSS  REVENUES 
1978-1980 
(FYE  7/3 1 ) 


■ ~_____F^CAL  YEAR 

ITEM  ^ 

1980 

1979 

1978 

Revenues 

. Percent  increase 

$38.3  M 

$31.3  M 

$27.5  M 

from  previous  year 

22% 

14% 

NA 

• The  corporate  structure  of  OSI  includes  three  divisions  and  two  subsidiaries. 

The  Computer  Services  Division  markets  all  OSI  services  with  the 
exception  of  those  for  health  care  and  banking,  and  Federal  Govern- 
ment contracts. 

The  Health  Care  Division  provides  claims  processing  and  a medical 
utilization  review  system. 

The  East  Coast  Division  primarily  handles  facilities  management 
contracts  with  the  Federal  Government. 
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■A 


Banking  Systems,  Inc.  (BSD,  a wholly-owned  OSI  subsidiary,  primarily 
offers  an  on-line  software  system  for  financial/institutions,  using  a 
TANDEM  minicomputer.  / 

E.B.S.  Data  Processing,  Inc.,  a 90%  owned  sjbbsidiary  of  OSI  offers 
batch  processing  services  and  markets  an  equipment  dealer  system  and 
an  in-store  pharmacy  system.  / 


KEY  PRODUCTS  AND  SERVICES 

• OSI  derives  a large  percentage  of  its  revenue  from  processing  services.  Some 
consulting  is  performed,  but  this  is  primarily  for  application  development  in 
conjunction  with  network  services.  Turnkey  sales  will  not  have  an  impact  on 
revenues  until  next  year. 

• OSI  offers  interactive  and  remote  batch  computing  services  from  its  data 
centers  in  Santa  Clara,  CA  and  Rockville,  MD.  A complete  listing  of 
applications  available  on  the  OSI  network  is  contained  in  Exhibit  A. 

Applications  added  to  OSI's  network  in  1979  include; 

. Process  refinery  package  for  petrochemical  manufacturers.  This 
simulation  and  modeling  package  is  for  use  in  the  designing  of  a 
refinery  to  save  energy  costs  in  the  actual  operation  of  the 
refinery.  OSI  has  acquired  exclusive  marketing  rights  to  this 
package.  Management  anticipates  the  product  has  strong  market 
potential. 

. The  Builders  Information  and  Accounting  System  (BIAS)  is  an 
accounting  and  management  information  system  designed  for  the 
needs  of  the  diversified  building  industry,  real  estate  construc- 
tion, development,  and  management  companies. 

Developed  by  K.  Leventhal  and  Company,  it  is  marketed 
by  Optimum  Systems  to  large  scale  home  builders  (at 
least  200  homes  per  year).  The  system  includes  accounts 
payable,  job  cost,  general  ledger,  and  data  entry  capabil- 
ities. 

• In  1970,  OSI  introduced  an  on-line,  real  time  version  of  the  Generalized 
Municipal  Information  System  (GEMUNIS).  In  1979,  GEMUNIS  became 
available  as  a turnkey  system  based  on  a Hewlett-Packard  3000  minicomputer 
with  the  IMAGE-3000  data  base  management  system. 

GEMUNIS/3000's  targeted  market  are  cities  which  have  a population  of 

20,000  to  1 25,000. 

OSI  anticipates  an  average  system  will  cost  $100,000. 

There  is  one  prototype  installation  of  GEMUNIS/3000  in  operation 

serving  20  cities  in  Hennepin  County,  Minnesota. 

OSI  is  marketing  this  product  nationwide  and  claims  there  is  no 

competition  at  this  time  for  a municipal  turnkey  system. 
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EXHIBIT  A 
OSI 

APPLICATIONS  AVAILABLE  ON  PROCESSING  SERVICE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- IBM  370/3033 

- VM/CMS 

- CICS 

- TSO  (AVAILABLE  AT  ROCKVILLE,  MD 
DATA  CENTER) 

- SUPERWYLBUR 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- COBOL 

- FORTRAN 

- PL/1 

- ALGOL 

- WATFIV 

- SIMSCRIPT 

- RPG 

• DATA  MANAGEMENT  SOFTWARE 

- IMS 

- MARK  IV 

- EASYTRIEVE 

- DYL260 

- RSVP 

• DATA  BASES  AVAILABLE 

- PMSIV 

- PROJECT/2 

- SYSTEM  2000 

• ACCOUNTING/FINANCIAL  APPLICATIONS/ 
TOOLS 

- GENERAL  LEDGER 

- ACCOUNTS  RECEIVABLE 

- ACCOUNTS  PAYABLE 

- AUTOTAB  (FINANCIAL  PLANNING  AND 
FORECASTING) 

- BIAS  (FOR  BUILDING  INDUSTRY) 


APPLICATION  AREA/PRODUCT  NAME 


• SIMULATION/STATISTICAL 

- GPSS 

- SIMSCRIPT  11.5 

- BMDP 

- MINITAB 

- SAS 

- SPSS 

- ASTAP 

• ENGINEERING/SCIENTIFIC 

- HEC-1  AND  2 (WATER  CONTROL) 

- PSUICES/STRUDL  (STRUCTURAL  ANALYSIS) 

- SAP  (STRUCTURAL  ANALYSIS) 

- PS-01 

• MUNICIPAL  INFORMATION  (GEMUNIS) 

- FINANCIAL 

- PAYROLL/PERSONNEL 

- BUSINESS  LICENSE 

- UTILITY  BILLING 

- EQUIPMENT  CONTROL 

- ANIMAL  LICENSE  SYSTEM 

• MANUFACTURING  INFORMATION  (MICS) 

- BILLOF  MATERIAL 

- INVENTORY  CONTROL 

- MATERIAL  REQUIREMENTS  PLANNING 

- PURCHASING 

• LEGAL 

- OSI/LAW  (DOCUMENT  RETRIEVAL) 

- PLEADING  PREPARATION  AND  SEARCH 

- KWIC  (KEY  WORD  IN  TEXT) 

• OTHER 

- DOCU/TEXT  (SYSTEMS  DOCUMENTATION) 

- UTPS  (URBAN  TRANSPORTATION  PLAN- 
NING) 

- PSRO  (PROFESSIONAL  STANDARDS  REVIEW) 

- MEDICARE  CLAIMS  PROCESSING 

- NATIONAL  SPORTS  TEAMS  PLAYER 
SELECTION 
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• OSI's  Health  Care  Division  has  two  distinct  markets:  Claims  Processing  and 
Medical/Utilization  Review  Systems.  Claims  Processing  clients  include 
Arkansas  Blue  Cross/Blue  Shield,  Connecticut  General,  Blue  Cross/Blue  Shield 
of  Minnesota  and  Aetna  Life  and  Casualty,  for  which  OSI  provides  processing 
for  Medicare,  Part  B claims.  The  Division  is  a leader  in  PSRO  data  processing, 
and  included  among  its  clients  are  the  Chicago  Foundation  for  Medical  Care 
and  Alabama  Medical  Review  Organization. 

• OSI  provides  facilities  management  support  to  the  Federal  Government  from 
its  Rockville,  MD  branch.  Facilities  management  contracts  currently  held  are 
with  the  Department  of  Labor,  the  Department  of  Energy,  and  the  Department 
of  Commerce. 

OSI  anticipates  providing  commercial  facility  management  services  as 
well  as  systems  management  services  with  the  IBM  4300  series 
computer. 

• Through  its  subsidiary  Banking  Systems,  Inc.  (BSI),  OSI  offers  an  on-line 
transaction  processing  system  via  TANDEM  minicomputers  to  commercial 
banks. 


BSI  and  I I of  the  top  200  U.S.  banks  organized  a project  to  design  and 
develop  a comprehensive  set  of  software  to  support  on-line  bank 
processing  via  a TANDEM  minicomputer.  The  standalone  capabilities 
include: 

. Account  inquiry/memo  post. 

. Customer  information  file. 

. Data  entry. 

. Telephone  bill  paying. 

. Signature  display. 

. Remote  banking  (EFT/POS). 

With  data  centers  in  Texas  and  Oklahoma  BSI  management  claims  to 
offer  a full  range  of  banking  services  to  smaller  banks. 

• OSI  is  jointly  marketing  the  PHACTS  Pharmacy  System  with  its  subsidiary 
E.B.S.  Data  Procesing,  Inc. 

The  PHACTS  system  uses  a Cincinnati  Milicron  small  business  computer 
and  is  an  in-store  system. 

Applications  provided  by  PHACTS  include  printing  of  prescription  labels 
and  receipts,  maintaining  a profile  of  a patient's  prescriptions,  drug 
pricing,  creation  of  third  party  invoices,  and  provides  a number  of  in- 
store reports  for  management  purposes. 

When  sold  as  a turnkey  system  the  price  is  $25,000.  There  is  an 
additional  cost  if  the  system  is  to  be  tied  to  the  OSI  network. 

• Also  available  from  E.B.S.  Data  Processing,  Inc.  and  introduced  in  1979  is  a 
Property  Management  System  based  on  a Texas  Instrument  microprocessor. 
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This  system  is  designed  to  track  apartment  complex  and  shopping 
center  rentals.  It  includes  general  ledger  and  billing  applications. 

The  system,  which  includes  a microprocessor  and  applications  software, 
sells  for  $15,000.  The  majority  of  the  marketing  for  this  product  is 
handled  by  mail. 


INDUSTRY  MARKETS  The  industries  from  which  OSI  derives  its  revenues  include: 
manufacturing,  banking  and  finance,  insurance,  government  (both  federal  and  local), 
medical/hospital,  legal,  sports  teams,  equipment  dealers,  and  engineering  firms. 


GEOGRAPHIC  MARKETS  OSI  markets  its  services  nationwide.  The  majority  of 
clients  are  concentrated  near  branch  offices  in  the  following  cities;  San  Francisco, 
Palo  Alto,  El  Segundo,  Newport  Beach  (CA);  Englewood  (CO);  Chicago  (IL); 
Washington,  DC;  Rockville  (MD);  Dallas,  Houston,  Victoria  (TX);  Tulsa,  Oklahoma 
City  (OK);  and  Minneapolis  (MN). 


COMPUTER  HARDWARE  AND  SOFTWARE 

• OSI's  network  consists  of  IN-WATS,  leased  lines  and  Tymnet.  There  is  local 
access  from  the  metropolitan  area  of  the  cities  in  which  OSI  has  branch 
offices. 

• The  Santa  Clara  data  center's  equipment  consists  of: 

One  IBM  3033  operating  in  an  MVS  environment. 

One  IBM  System  370/165  operating  in  a VM/CMS  environment. 

• The  Rockville,  MD  facility  contains: 

One  IBM  3033  operating  under  MVS. 

One  IBM  System  370/158  operating  under  MVS. 

• OSI  has  20  IBM  4331s  on  order.  Plans  are  to  place  the  systems  in  branch 
offices  to  facilitate  distributed  data  processing. 
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COMPANY  HIGHLIGHT 


OPTIMUM  SYSTEMS,  INC. 
280 1 Northwestern  Parkway 
Santa  Clara,  CA  9505 1 
(408)  987-4444 


Ramon  V.  Jarrell,  Vice  Chairman 
Of  The  Board 
Private  Corporation 
Total  Employees:  1,098 
Total  Revenues,  Fiscal  Year  End 
7/31/79:  $3 1.3  million 


THE  COMPANY 

• Optimum  Systems  Incorporated  (OSI)  was  founded  in  1967  to  provide 
computerized  sp>ort  player  selection  and  municipal  information  systems.  It  is 
privately  held  by  the  Murchison  family  of  Da^as,  TX.  While  OSI  continues  to 
operate  a player  selection  system  for  the  Dallas  Cowboys  and  several  hockey 
teams,  it  is  now  primarily  a remote  computer  service  vendor  providing 
processing  services  for  Federal,  State  and  local  governments,  manufacturing 
firms,  health  care  organizations,  commercial  banks  and  equipment  dealers. 

• Optimum  Systems  Incorporated  ended  fiscal  year  1979  with  revenues  of  $31.3 
million,  a 14%  increase  over  1978  revenues  of  $27.5  million.  OSI  gross 
revenues  for  the  last  two  years  and  the  estimated  revenue  for  the  current 
fiscal  year  are  listed  below: 

OSI 

GROSS  REVENUES 
1978-1980 
(FYE  7/31) 


— YEAR 

ITEM  ' 

1980 

1979 

1978 

Revenues 

. Percent  increase 
1 from  previous  year 

$38.3  M 
22% 

$31.3  M 
14% 

$27.5  M 
NA 

• The  corporate  structure  of  OSI  includes  three  divisions  and  two  subsidiaries. 

The  Computer  Services  Division  markets  all  OSI  services  with  the 
exception  of  those  for  health  care  and  banking,  and  Federal  Govern- 
ment contracts. 

The  Health  Core  Division  provides  claims  processing  and  a medicol 
utilization  review  system. 

The  East  Coast  Division  primarily  handles  data  processing 
contracts  with  the  Federal  Government. 
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Banking  Systems,  Inc.  (BSI),  a wholly-owned  OSI  subsidiary,  primarily 
offers  an  on-line  software  system  for  financial  institutions,  using  a 
TANDEM  - computer  system. 

E.B.S.  Data  Processing,  Inc.,  a 90%  owned  subsidiary  of  OSI  offers 
batch  processing  services  and  markets  an  equipment  dealer  system  and 
on  in-store  pharmacy  system. 


KEY  PRODUCTS  AND  SERVICES 

• OSI  derives  a large  percentage  of  its  revenue  from  processing  services.  Some 
consulting  is  performed,  but  this  is  primarily  for  application  development  in 
conjunction  with  network  services.  Turnkey  sales  will  not  have  an  impact  on 
revenues  until  next  year. 

• OSI  offers  interactive  and  remote  batch  computing  services  from  its  data 
centers  in  Santa  Clara,  CA  and  Rockville,  MD.  A complete  listing  of 
applications  available  on  the  OSI  network  is  contained  in  Exhibit  A. 

Applications  added  to  OSI's  network  in  1979  include: 

. Process  refinery  package  for  petrochemical  manufacturers.  This 
simulation  and  modeling  package  is  for  use  in* the  designing  of  a 
refinery  to  save  energy  costs  in  the  actual  operation  of  the 
refinery.  OSI  has  acquired  exclusive  marketing  rights  to  this 
package.  Management  anticipates  the  product  has  strong  market 
potential. 

. The  Builders  Information  and  Accounting  System  (BIAS)  is  an 
accounting  and  management  information  system  designed  for  the 
needs  of  the  diversified  building  industry,  real  estate  construc- 
tion, development,  and  management  companies. 

Developed  by  K.  Leventhal  and  Company,  it  is  marketed 
by  Optimum  Systems  to  large  scale  home  builders  (at 
least  200  homes  per  year).  The  system  includes  accounts 
payable,  job  cost,  general  ledger,  and  data  entry  capabil- 
ities. 

• In  1970,  OSI  introduced  an  on-line,  real  time  version  of  the  Generalized 
Municipal  Information  System  (GEMUNIS).  In  1979,  GEMUNIS  became 
available  as  a turnkey  system  based  on  a Hewlett-Packard  3000  minicomputer 
with  the  IMAGE-3000  data  base  management  system. 

GEMUNIS/3000's  targeted  market  are  cities  which  have  a population  of 
20,000  to  125,000. 

OSI  anticipates  an  overage  system  will  cost  $100,000. 

There  is  one  prototype  installation  of  GEMUNIS/3000  in  operation 
serving  20  cities  in  Hennepin  County,  Minnesota. 

OSI  is  marketing  this  product  nationwide  and  there,  is  no 
competition  at  this  time  for  a municipal  turnkey  system. 
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EXHIBIT  A 
OSI 

APPLICATIONS  AVAILABLE  ON  PROCESSING  SERVICE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT  (Santa  Clara J 

- IBM  370/3033  - MVS/JES/2 

- IBM  370/65-2  - VM/CMS 

- CICS 

- SUPERWYLBUR 

a OPERATING  ENVIRONMENT  (Rockville) 

- IBM  370/3033,  370/158  - MVS/JES/2 

- SUPERWYLBUR 

- WYLBUR 

- TSO 

a PROGRAMMING  LANGUAGES  SUPPORTED 

- COBOL 

- FORTRAN 

- PL/1 

- WATFIV 

- SIMSCRIPT 

- RPG 

a DATA  MANAGEMENT  SOFTWARE 

- IMS 

- MARK  IV 

- EASYTRIEVE 

- DYL  260 

- RSVP 

- SYSTEM  2000 

a PROJECT  MANAGEMENT 

- PMSIV 

- PROJECT/2 

a ACCOUNTING/FINANCIAL  APPLICATIONS/ 
TOOLS 

- GENERAL  LEDGER 

- ACCOUNTS  RECEIVABLE 

- ArrniiNTS  payari  f 

- AUTOTAB  (FINANCIAL  PLANNING  AND 
FORECASTING) 

- BIAS  (FOR  BUILDING  INDUSTRY) 


APPLICATION  AREA/PRODUCT  NAME 


• SIMULATION/STATISTICAL 

- GPSS 

- SIMSCRIPT  11.5 

- BMDP 

- MINITAB 

- SAS 

- SPSS 

- ASTAP 

• ENGINEERING/SCIENTIFIC 

- HEC-1  AND  2 (WATER  CONTROL) 

- PSUICES/STRUDL  (STRUCTURAL  ANALYSIS) 

- SAP  (STRUCTURAL  ANALYSIS) 

- PS-01 

• MUNICIPAL  INFORMATION  (GEMUNIS) 

- FINANCIAL 

- PAYROLL/PERSONNEL 

- BUSINESS  LICENSE 

- UTILITY  BILLING 

- EQUIPMENT  CONTROL 

- ANIMAL  LICENSE  SYSTEM 

• MANUFACTURING  INFORMATION  (MICS) 

- BILL  OF  MATERIAL 

- INVENTORY  CONTROL 

- MATERIAL  REQUIREMENTS  PLANNING 

- PURCHASING 

• LEGAL 

- OSI/LAW  (DOCUMENT  RETRIEVAL) 

- PLEADING  PREPARATION  AND  SEARCH 

- KWIC  (KEY  WORD  IN  TEXT) 

• OTHER 

- DOCU7TEXT  (SYSTEMS  DOCUMENTATION) 

- UTPS  (URBAN  TRANSPORTATION  PLAN- 
NING) 

- PSRO  (PROFESSIONAL  STANDARDS  REVIEW) 

- MEDICARE  CLAIMS  PROCESSING 

- NATIONAL  SPORTS  TEAMS  PLAYER 
SELECTION 
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OSI's  Health  Care  Division  has  two  distinct  markets:  Claims  Processing  and 
Medical/Utilization  Review  Systems.  Claims  Processing  clients  include 
Arkansas  Blue  Cross/Blue  Shield,  Connecticut  General,  Blue  Cross/Blue  Shield 
of  Minnesota  and  Aetna  Life  and  Casualty,  for  which  OSl  provides  processing 
for  Medicare,  Port  B claims.  The  Division  is  a leader  in  PSRO  data  processing, 
and  included  among  its  clients  are  the  Chicago  Foundation  for  Medical  Care 
and  Alabama  Medical  Review  Organization. 

OSl  provides  facilities  management  support  to  the  Federal  Government  from 
its  Rockville,  MD  branch.  Facilities  management  contracts  currently  held  are 
with  the  Department  of  Labor,  the  Department  of  Energy,  and  the  Department 
of  Commerce. 

- OSl  anticipates  providing  commercial  facility  management  services  as 
well  as  systems  management  services  with  the  IBM  4300  series 
computer. 

Through  its  subsidiary  Banking  Systems,  Jnc.  (BSI),  OSl  offers  an  on-line 
transaction  processing  system  via  TANDEM  computers  to  commercial 
banks. 

BSI  and  1 1 of  the  top  200  U.S.  banks  organized  a project  to  design  and 
develop  a comprehensive  set  of  software  to  support  on-line  bank 
processing  via  a TANDEM  system.  The  standalone  capabilities 
include: 

. Account  inquiry /memo  post. 

. Customer  information  file. 

. Data  entry. 

. Telephone  bill  paying. 

. Signature  display. 

. Remote  banking  (EFT/POS). 

With  data  centers  in  Texas  and  Oklahoma  BSI  management 
offeis  a full  range  of  banking  services  to  smaller  banks. 

OSl  is  jointly  marketing  the  PHACTS  Pharmacy  System  with  its  subsidiary 
E.B.S.  Data  Procesing,  Inc. 

The  PHACTS  system  uses  a Cincinnati  Milicron  small  business  computer 
and  is  on  in-store  system. 

Applications  provided  by  PHACTS  include  printing  of  prescription  labels 
and  receipts,  maintaining  a profile  of  a patient's  prescriptions,  drug 
pricing,  creation  of  third  party  invoices,  and  provides  a number  of  in- 
store reports  for  management  purposes. 

When  sold  as  a turnkey  system  the  price  is  $25,000.  There  is  an 
additional  cost  if  the  system  Is  to  be  tied  to  the  OSl  network. 

Also  available  from  E.B.S.  Data  Processing,  Inc.  and  introduced  in  1979  is  a 
Property  Management  System  based  on  a Texas  Instrument  microprocessor. 
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This  system  Is  designed  to  track  apartment  complex  and  shopping 
center  rentals.  It  includes  general  ledger  and  billing  applications. 

The  system,  which  includes  a microprocessor  and  applications  software, 
sells  for  $15,000.  The  majority  of  the  marketing  for  this  product  Is 
handled  by  mail. 


INDUSTRY  MARKETS  The  industries  from  which  OSI  derives  its  revenues  include; 
manufacturing,  banking  and  finance,  insurance,  government  (both  federal  and  local), 
medical/hospital,  legal,  sports  teams,  equipment  dealers,  and  engineering  firms. 


GEOGRAPHIC  MARKETS  OSI  markets  its  services  nationwide.  The  majority  of 
clients  ore  concentrated  -near  branch  offices  in  the  followina  cities;  San  Francisco, 
Palo  Alto.  LOS  Angeles,  Newport  Beach  (CA)i  Denver  (CO) Chicago  (IL); 
Washington,  DC;  Rockville  (MD);  Dallas,  Houston,  Viciona  (TX);  Tulsa,  Oklahoma 
City  (OK);  and  Minneapolis  (MN). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• OSI's  network  consists  of  IN-WATS,  leased  lines/multiplexers  and  Tymnet. 
There  is  local  access  fron)  the  metropolican  area  of  the  cities  in  which 
OSI  has  branch  offices. 

• The  Santa  Clara  data  center's  equipment  consists  of; 

One  IBM  3033  operating  in  an  MVS  environment. 

One  IBM  System  370/165  operating  in  a VM/CMS  environment. 

• The  Rockville,  MD  facility  contains; 

One  IBM  3033  operating  under  MVS. 

One  IBM  System  370/158  operating  under  MVS. 
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DETAILED  COMPANY  PROFILE 


OPTIMLD^  SYSTEMS,  INC. 

2801  Northwestern  Parkway 
Santa  Clara,  CA  95051 
(408)  987-4444 


Stanley  L.  Neeley,  President 

William  R.  Roach,  Executive  Vice  President 

Privately  held 

Total  company  and  computer  services 
sales  as  of  7/75:  $26.5  million* 


NUMBER  OF  EMPLOYEES  engaged  in  computer  services:  1050** 

KEY  PRODUCTS / SERVICES : OSI  markets  facilities  management,  remote  com- 

puting and  batch  processing  services  to  federal  government  agencies,  munici- 
palities, health  care  organizations,  banks,  insurance  companies,  manu- 
facturing firms,  public  utilities  and  national  sports  teams.  Key 
products  marketed  include: 

• GEMUNIS,  GEneralized  MUNicipal  Information  System:  consists 
of  several  subsystems  including  payroll,  general  ledger, 
licensing,  equipment  control  purchasing,  inventory  control, 
fire  and  police  department  activities,  library  services, 
and  utility  billing. 


MICS,  Manufacturing  Information  and  Control  System: 
Provides  such  applications  to  manufacturing  firms  as 
bill  of  materials,  material  requirements  planning, 
general  ledger,  accounts  receivable,  inventory  control, 
payroll,  personnel,  job  cost.  Future  modules  planned 
include  order  entry  processing,  capacity  planning,  shop 
floor  control,  purchasing,  fixed  assets.  A separate 
group  of  financial  modules  has  also  been  developed  pri- 
niarily  for  manufacturers  and  includes  accounts  receivable, 
accounts  payable,  general  ledger,  budgeting,  payroll  and 
personnel. 


• SUPERl-JYLBUR:  an  interactive  text  editor  which  is  used 

to  create,  modify,  store  and  retrieve  such  texts  as 
manuals,  letters,  computer  programs.  Applications  in- 
clude program  development,  production  control,  data 
collection,  document  preparation. 


• COMPUTER  UTILITY:  provides  computer  time  essentially  on  a shared 

basis.  Users  are  linked  to  computer  equipment  and  soft- 
ware by  telephone  lines.  Users  have  access  to  programming 
support  as  well  as  access  to  staff  specialists  in  manage- 
ment sciences,  statistics  and  manufacturing. 


* Revised  since  January  Directory  was  issued. 

**  Employee  and  sales  figures  March/1976 
include  subsidiaries 
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• PSRO  II'^FORMATION  SERVICES:  Recently  established  in  Santa 

Clara.  OSI's  Professional  Standards  Review  Organization  Infor- 
mation Center  was  created  for  the  express  purpose  of  processing 
PSRO  data.  Services  include  health  claims  processing  and  sys- 
tem products  useful  for  peer  review.  The  main  PSRO  products 
offered  are  Acute  Care  Evaluation  Services  (ACES)  and  Physicians 
Ambulatory  Care  Evaluation  (PACE) . 

• MEDICARE  CLAIMS  PROCESSING  SYSTEM:  Designed  for  both  public  and 

private  insurance  carriers  to  manage  their  claims  processing  in 
an  on-line  environment.  OSI  and  EDS  are  the  only  computer  ser- 
vices companies  which  offer  Medicaid  and  Medicare  claims  processing 
on-line.  OSI  has  committed  a large  staff  to  support  and  maintain 
its  Medicaid  system.  Most  of  its  work  in  this  area  so  far  has 
been  software  development. 

Software  products  available  through  OSI: 


• MARK  IV:  a data  base  management  and  report  generation 

system,  developed  by  Informatics. 

• IMS,  Information  Management  System:  a communications- 

oriented  data  base  management  system. 

• SIMSCRIPT:  a FORTRAN-like  system  with  capability  of 

programming  simulation  problems. 

• GPSS,  General  Purpose  Simulation  Program:  for  mathematical 

modeling. 

• SPSS,  Statistical  Package  for  the  Social  Sciences:  performs 
frequency  distribution,  cross-tabulation,  multiple  regres- 
sion, factor  analysis,  Guttman  scaling. 

• UCC  TITO  (DUO) : allows  DOS  programs  to  be  run  under  OS 

• EASYTRIEVE:  a report  writer  with  free-form  English  lan- 
guage commands. 

• RSVP,  Report  Service  - Very  Prompt:  a batch  mode  report 

generator,  used  in  conjunction  with  IMS. 

■ COMPAS,  Comprehensive  Accounting  System:  provides  accountants 
and  CPAs  with  accounting  reports. 
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• SSP,  Scientific  Subroutine  Package:  provides  math  calcu- 

lations in  FORTRAN  and  PL/1. 

• MPS  III,  Mathematical  Programming  System:  consists  of  a 

series  of  applications  programs  for  large  linear  program- 
ming models,  developed  by  Management  Science  Systems,  Inc. 

• 3MD:  subroutines  for  statistical  calculations;  frequently 

used  in  bio-medical  research. 

• WATFIV : a FORTRAN  compiler. 

• Project  II;  a project  planning  tool:  developed  by  Project 
Software  and  Development,  Inc. 

• CIS,  Construction  Information  System:  provides  financial 

management,  inventory,  cost  estimating  and  other  functions 
to  the  construction  industry. 

• Microprocessor  Cross-Assembler:  an  assembler  for  several 

microprocessor  chips,  compatible  with  Intel  equipment. 

• OSI/OLE:  On-Line  Executive,  a file  maintenance  system. 

• OSI/SSMS,  Stanford  School  Management  System. 

Languages  supported  include  COBOL,  FORTRAN,  PL/ 1 , ALGOL,  RPG,  Assembler. 
In  addition,  OSI  also  provides  education,  consulting  services,  pro- 
gramming and  systems  analysis  in  conjunction  with  its  data  services 
offerings'. 

APPLICATIONS  OFFERED: 

Industry  oriented  applications  are  offered  to  the  following  sectors: 

• Federal  Government 

facilities  management 
data  base  management 
message  switching 

• Municipal  Government 

utility  billing 

integrated  financial  control  systems 
public  safety  systems 

• Insurance/Health  Care 

claims  processing 
professional  services  review 
administrative  consulting 
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APPLICATIONS  OFFERED  (Continued) 


• Manufacturing 

inventory  planning  and  control 
production  planning  and  control 
integrated  production  and  inventory  systems 

• National  Sports  Teams 

player  evaluation 

Cross-industry  applications  include: 
text  editing 

scientific  and  engineering  computation 
program  language  development 
simulation  modeling 
data  base  managraent  systems 

INDUSTRY  ^lARKETS  SERVED: 


The  vast  majority  of  OSI  revenues  are  derived  from  the  federal  govern- 
ment, followed  by  health  care  and  insurance,  retail  and  wholesale  dis- 
tribution and  municipal  government,  OSI  also  provides  services  for 
national  sports  teams,  construction  and  engineering,  manufacturing  and 
banking.  Details  of  revenue  distribution  are  shown  in  the  table  below. 

Distribution  of  OSI  Annual  Sales  By 
Industry  Sector  for  Fiscal  Year  (FY")  1975  , And  Projected  for  FY  1976  E 


($  Millions) 


Industry  Sector 

19  75 

1976 

Manuf  acturing 

0.7 

1.0 

Transportation 

negligible 

negligible 

Utilities  (telephone  & electric) 

1.1 

1.6 

Distribution  (wholesale  & retail) 

1.5 

2.2 

Banking 

1.0 

Insurance/Health  Care 

2.0 

3.1 

Hospitals 

negligib le 

negligible 

Education 

0.1 

0.1 

Government 

Local 

1.2 

2.0 

Federal 

16.  6 

23.3 

Other 

National  Sports  Teams 

0.4 

0.5 

Legal  Services 

0.1 

0.1 

Construction  and  Engineering 

1.0 

1.2 

Professional  Services 

0.5 

0.6 

Miscellaneous 

1.3 

1 . 5 

TOTAL  OSI  and  subsidiaries 

$26.5 

$38.2^ 

* 1976  projection  by  OSI 
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GEOGPxAPHIC  MARKETS:  OSI  operates  nationwide,  but  its  largest  geographic 

markets  consist  of  the  Northwestern  and  Pacific  States  sections  of  the 
United  States.  The  two  data  centers  are  located  in  these  two  regions 
and  sales  offices  are  concentrated  in  them  as  well. 

In  addition  to  the  headquarters  offices  and  western  data  center  located 
in  Santa  Clara,  California,  OSI  branch  offices  are  located  in  the  fol- 
lowing cities: 

3000  El  Camino  Real 
Building  4,  Suite  281 
Palo  Alto,  CA 
(415)  493-8805 

One  Embarcadero  Center 
Suite  3318 

San  Francisco,  CA  94102 
(415)  391-8510 

2041  Rosecrans  Avenue,  Suite  101 
El  Segundo,  CA  90245 
(213)  640-0911 

17941  Sky  Park  Circle  Suite  31  D 
Irvine,  CA  92707 
(714)  557-0966 

Subsidiaries  have  offices  in  Burlingame,  California;  Glendale,  California; 
San  Diego,  California;  West  Caldwell,  New  Jersey;  Denver,  Colorado;  Miami, 
Florida;  New  York  City;  Dallas,  Texas;  and  Chicago,  Illinois. 


Distribution  of  OSI  Annual  Sales  By  Geographic 
Region  for  FY  1975,  FY  1976  Projected  g 
($  Millions) 


Px.egion 

FY  1975 

FY  1976 

New  England 

negligible 

negligible 

Northeast 

10.6 

15.3 

North  Central 

.8 

1.1 

Southeast 

1.4 

1.8 

South  Central 

1.3 

1.9 

Midwest 

.5 

1.0 

West 

1.3 

1.8 

Pacific  States 

10.6 

15.3 

International 

negligible 

negligible 

TOTAL 



$26.5 

$38.2 

5615  Fishers  Lane 
Rockville,  MD  20852 
(301)  468-1000,  or  881-9534 


555  East  Second  Street,  South 
Salt  Lake  City,  UT  84101 
(801)  521-6887 


723  Exchange  Bank  Tower 
Dallas,  TX  75235 
(214)  350-2300 
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ANNUAL  SALES:* 


Distribution  of  OSI  Annual  Sales  by  Computer  Services 
Industry  Segment  for  FY  1975,  1976  Projected 
($  Million) 

Industry  Segment 

1975 

1976 

Remote  computing  (includes  remote 
batch,  interactive  and  data  base) 

$ 6.6 

$ 9.8 

Facilities  (resource)  management 

12.4 

17.4 

Software  products 

2.5 

3.9 

Professional  services 

none 

none 

Batch  services 

4.2 

5.8 

Other  services 

.8 

1.3 

Total 

$26.5 

$38.2 

Distribution  of  OSI  Annual  Sales  by  Computer  Services 
Application  Area  for  FY  1975,  1976  Projected 
($  Million) 

Application  Area 

1975 

1976 

Business 
Scientific 
Data  Base 

$13.2 

5.9 

7.4 

$ 19.2 
8.1 
10.9 

Total 

$26.5 

$38.2 

* Note:  Distribution  of  sales  by  industry  and  geographic  area  appear 

earlier. 
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COMPUTER  HARDWARE  AND  SOFTI^ARE  USED: 


OSI  uses  IBM  equipment  as  follows : 

2 360/65S,  OS/MVT  HASP,  Santa  Clara,  California 

2 370/158s,  OS/MVT  HASP,  Rockville,  Maryland 

2 370/168s,  OS/MVT  HASP,  Rockville,  Maryland 

Each  system  has  two  to  three  million  bytes  of  memory  and  uses  2314  and 
3330  disk  systems.  High  speed  terminals  in  branch  offices  are  linked 
to  data  centers  in  Santa  Clara  and  Rockville,  which  operate  24  hours, 

7 days  per  week. 


NAME  AND  LOCATION  OF  SUBSIDIARIES: 


EBS  DATA  PROCESSING,  INC. 
1209  Donnelly  Avenue 
Burlingame,  CA  94010 
(415)  342-7258 


Ramon  Jarrell,  President 
80%  owned  subsidiary  of  OSI 
Total  and  computer  services  sales 
for  FY  1975:  $8.5  million 


EBS  is  a service  bureau  offering  primarily  batch  services.  To  some 
extent  it  specializes  in  providing  on-line  services  to  doctors  and  equip- 
ment dealers.  It  has  600  employees.  Branch  offices  are  located  in 
Denver,  New  York  City,  and  Miami.  Subsidiaries  include  Peninsula  Tabu- 
lating Services  in  Burlingame,  California,  with  offices  in  Glendale  and 
San  Diego,  California;  Business  Services  in  New  York  City,  with  a branch 
in  Chicago;  and  Professional  Automation  Group,  in  Denver,  Colorado; 
Suburban  Data  Processing  Center  in  West  Caldwell,  NJ. 


BANKING  SYSTEMS,  INC.  Tom  Walker,  President 

Central  Expressway  Privately  held  subsidiary  of  OSI 

Dallas,  Texas  Total  and  computer  services  sales 

(214)  368-6786  for  FY  1975:  Recently  formed-no 

sales  to  date 

BSI  offers  facilities  management  and  systems  design,  conversion  planning, 
consulting  and  EFTS  project  implementation  to  banks.  It  has  10  employees  and 
5 bank  customers. 


BSI  was  formed  last  year  when  a group  of  people  from  National  Sharedata 
presented  a proposal  to  OSI.  As  yet  however,  they  don't  have  a product  to 
sell  and  will  be  looking  for  some  particularly  since  negotiations  to  acquire 
the  Banking  Division  of  University  Computing  Company  were  recently  dis- 
continued. Feasible  alternatives  include  acquiring  or  obtaining  software 
to  sell,  forming  joint  ventures  with  other  banks  or  developing  and  marketing 
software. 


OSI  Leasing 
2 Palo  Alto  Square 
Palo  Alto,  CA  94304 
(415)  493-8801 

This  is  purely  a leasing  arrangement  for  the  parent  company. 


Jlarch/1976 

P-1.7 


INPUT 


DETAILED  COMPANY  PROFILE/OPTIMUM  SYSTEMS,  INC. 


KEY  EXECUTIVES  AND  BIOGRAPHICAL  SKETCHES: 


CLINT  W.  MURCHISON,  CHAIRMAN  OF  THE  BOARD 

Mr.  Murchison , a member  of  the  wealthy  Murchison  family  of  Dallas,  is  a lawyer 
and  independent  investor  in  a variety  of  industrial  and  financial  activities , 
such  as  construction  and  land  development.  He  is  also  a major  stock- 
holder in  the  Dallas  Cowboys  football  team.  He  owns  90/>  of  the  OSI  stock, 
became  president  of  the  firm  in  August  1971,  and  chairman  in  1974. 


STANLEY  L.  NEELEY,  PRESIDENT 

Mr.  Neeley  (age  40)  developed  OSI's  Health  Care  Division  shortly  after 
joining  the  firm  in  1968.  (It  is  currently  headed  by  John  Krakauer) . 
Previously,  Mr.  Neeley  held  management  positions  with  Blue  Shield 
of  California,  Martin  Marietta  Data  Systems,  and  Ford  Motor  Company. 


WILLIAM  R.  ROACH,  EXECUTIVE  VICE  PRESIDENT/CORPORATE  SECRETARY 

Prior  to  joining  OSI  in  1972,  Mr.  Roach  (age  36)  was  Vice  President  of 
Finance  and  Secretary/Treasurer  of  Paul  Hardeman  Engineers  and  Construc- 
tion, Inc.  of  Los  Angeles.  He  has  also  held  management  positions  with  Lear 
Siegler,  Haskins  S Sells,  Hughes  Aircraft  Company  and  Lockheed  Corporation. 
His  CPA  certificate  and  finance  and  accounting  background  bring  strong 
financially  oriented  management  to  OSI.  He  is  a graduate  of  University 
of  California  at  Los  Angeles. 

RICHARD  G.  TOWLE,  TREASURER 

Prior  to  joining  OSI  in  1972,  Mr.  Towle  (age  34)  was  a management 
consultant  with  McKinsey  & Company.  He  has  also  held  positions 
with  Travelers  Insurance  and  the  U.S.  Government.  He  is  a graduate 
of  Trinity  College  and  holds  an  MBA  from  Stanford  University. 
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Additional  key  personnel  include; 

David  C.  Jung,  Vice  President  of  Product  Development  and  Marketing 
Stephen  N.  Hollman,  General  Counsel  and  Assistant  Secretary 

Carl  A.  Jansen,  Controller 
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FINANCIAL  DATA; 

It  is  a strict  policy  of  OSI  not  to  disclose  financial  data.  Other  infor- 
mation believed  to  be  of  interest  to  subscribers  is  provided. 

Annual  sales  for  fiscal  year  ended  July  31,  1975,  were  $26.5  million,  of 
which  approximately  $3  million  was  income  before  taxes.  Assets  exceed 
$7  million.  Leased  remote  computing  equipment  is  valued  in  excess 
of  $3.3  million. 

OSI  was  incorporated  in  1967  under  California  law  at  which  time  it  was 
authorized  to  capitalize  10,000  shares  of  stock  at  $1  par  value.  This 
was  changed  to  20,000  shares  in  1974.  Chairman  Murchison  owns  90% 
of  the  stock. 


EXPENSE  DISTRIBUTION  BY  FUNCTION; 


OSI  Operating  Expense' Distribution  by 

($  Millions) 

Function  for  FY  1975  E 

Function 

FY  1975 

Marketing 

$ 1.4 

Marketing  Support 

2.1 

Administration 

2*.  8 

Research  and  Development 

0.7 

Operations 

16.1 

Total 

$23.1 
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PERSONNEL  ALLOCATION : 


OSI 

Personnel  Allocation  by  Number  of 
Employees  for  FY1975  E 

Function 

Number  of  Employees 

FY  1975 

Marketing 

58 

Marketing  Support 

90 

Administration 

121 

Research  and  Development 

30 

Operations 

751 

TOTAL 

1050 

OSI 

* 

Personnel  Allocation  by  Division 

Employees  for  FY  1975  E 

Division 

Number  of  Employees 
FY  1975 

Federal  government 

220 

Health  care 

79 

Utility  applications 

36 

Utility  - facilities  management 

6 

Municipal  government 

21 

Manufacturing 

21 

Other  (administration,  etc.) 

57 

TOTAL 

440 

* Excludes  subsidiaries 
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MARKET  POSITION,  COMPETITIVE  AND  MANAGEMENT  POSTURE: 


Top  management  intends  for  OSI  to  achieve  an  undisputed  position  of  a 
leading  multi-service  computer  utility.  Of  the  some  1600  companies  that 
offer  computer  services  in  the  U.S.,  OSI  is  among  the  15  to  20  largest 
in  terms  of  annual  data  services  sales.  Revenues  have  been  increasing 
by  30%  to  50%  per  year  - much  faster  than  the  industry  average.  OSI 
expects  sales  to  increase  six-fold  by  1980,  and  personnel  to  increase  by 
four  times.  Acquisitions  will  be  a key  part  of  this  rapid  expansion. 

The  recent  but  unsuccessful  attempt  to  acquire  the  banking  division  of 
University  Computing  Company  demonstrates  OSI's  aggressive  stance  re- 
garding acquisitions.  Several  between  now  and  1980  will  be  necessary 
to  achieve  a 600%  increase  in  sales. 


In  addition  to  acquisitions,  OSI  is  concentrating  upon  marketing  specia- 
lized industry  and  application  services,  such  as  health  care,  remote 
computing  and  proprietary  data  bases.  Benefits  stressed  in  marketing 
these  include; 

• cost  savings  of  a computer  utility,  up  to  1/3  of  in-house  costs 

• no  front  end  development  costs  for  users 

• better  information  control 

• instant  access  to  on-line  data  files 


• more  accuracy 

• more  effective  use  of  personnel 

• technical  expertise 

Staff  specialists  in  the  following  areas  are  available  to  users:  manage- 

ment sciences,  statistics,  manufacturing,  electrical,  mechanical,  and 
industrial  engineering  and  business  administration. 

Competitive  strategy  is  to  compete  on  the  basis  of  service  and  quality, 
as  well  as  price.  Minimum  charges  to  each  user  is  $200  per  month. 

OSI  will  open  offices  in  most  of  the  30  major  U.S.  cities  by  1980,  with  some 
concentration  on  the  Midwest  and  Northeast.  Future  sites  are  slated  for  the 
following  cities: 


Atlanta,  Georgia 
Boston,  Massachusetts 
Cleveland,  Ohio 
Des  Moines,  Iowa 
Detroit,  Michigan 
Hartford,  Connecticut 


Houston,  Texas 
Kansas  City,  Missouri 
Indianapolis,  Indiana 
Milwaukee,  Wisconsin 
Minneapolis,  Minnesota 


Omaha,  Nebraska 
Philadelphia,  Pennsylvania 
Pittsburgh,  Pennsylvania 
Seattle,  Washington 
St.  Louis,  Missouri 
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To  improve  profitability  and  to  lock  in  customers,  OSI  is  targeting  long 
term  contracts,  larger  account  sizes,  and  greater  industry  diversification, 
particularly  away  from  the  Federal  government. 

OVERALL  ASSESSMENT  AND  TRENDS: 

Top  management  at  OSI  is  young,  conservative,  and  more  financially  oriented 
than  management  at  many  computer  services  companies,  where  management  is 
often  technically  inclined.  Mr.  Murchison  in  particular  is  concerned  with 
cash  return  on  investment.  Historically,  OSI  had  been  unprofitable  until  he 
demanded  that  a concerted  effort  be  made  to  turn  this  around.  OSI  became 
profitable  for  the  first  time  last  year,  with  net  profits  of  about  5%. 

The  long  and  short  range  planning  function,  which  OSI  has  recently  formalized, 
has  contributed  to  the  turnaround  by  helping  the  firm  to  set  specific 
objectives  and  thereby  assume  a more  active  and  efficient  posture. 

OSI  has  recruited  technically  strong  personnel,  but  has  a need  for  more 
marketing  orientation,  a unified  company  image  and  stronger  middle  ma- 
nagement. Also,  more  development  work  is  needed  to  provide  a truly  inte- 
grated batch  system.  SUPERWYLBUR  is  approaching  the  interactive  state. 

Federal  government  contracts  continue  to  be  extremely  important  to 
OSI,  as  the  presence  of  President  Neeley  in  the  Rockville  office 
suggests.  OSI  is  highly  dependent  upon  these  contracts.  Raw  computer 
time  still  constitutes  a large  share  of  sales,  despite  the  emphasis 
placed  on  applications  available  to  other  industries.  Finally,  Rockville 
and  Santa  Clara  centers  tend  to  behave  like  different  companies.  The  Rockville 
center  exists  mostly  for  federal  business.  The  IMS  software  available  through 
the  Rockville  center,  for  example,  really  exists  primarily  for  use  by  the 
Federal  government. 


To  fulfill  its  objective  of  being  a genuine  multi-service  vendor,  OSI 
needs  to  expand  both  its  product  line,  customer  base  and  marketing  efforts. 
A positive  step  made  in  this  direction  was  the  recent  reorganization  which 
combines  coordination  of  marketing  and  product  management  functions  under 
the  direction  of  David  Jung,  who  also  oversees  the  planning  function. 
Additional  strengths  of  OSI  include  a technically  strong  staff  at  the 
eastern  data  center,  SUPERWYLBUR,  an  IBM  orientation,  an  expanding  na- 
tional network,  and  above  all,  the  financial  muscle  available  to  OSI 
through  the  wealthy  Murchison  family. 


The  trend  at  OSI  is  definitely  up,  despite  some  of  its  weaknesses  and 
the  recent  collapse  of  acquisition  negotiations  to  buy  the  banking  divi- 
sion of  University  Computing  Company. 


Successful  acquisitions  will  be  necessary  in  order  for  OSI  to  realize 
its  objective  of  increasing  sales  600%  by  1980.  Certainly,  both  revenue 
growth  and  profitability  of  OSI  will  remain  above  the  industry  norm 
as  OSI  continues  to  move  toward  the  top  of  the  industry  leader  list. 


INPUT 


March/ 19 7 6 
P-1.12 


DETAILED  COMPANY  PROFILE /OPTIMUM  SYSTEMS,  INC. 


APPENDIX 


REPRESENTATIVE  CUSTOMER  LIST  FOR  OSI,  BY  INDUSTRY 


MANUFACTURING 

Alza 
Amp  ex 

Caterpillar 

Crown  Zellerbach 

Fiberboard  Corporation 

Hewlett-Packard 

Joy  Manufacturing 

Quantor 

Singer  Company 

UTILITIES 

Pacific  Telephone 

Electric  Power  Research  Institute 

BANKING 

Republic  National  Bank  of  Dallas 
Bank  of  America 
Courier-Citizens  Company 

INSURANCE-HEALTH  CARE 

Amalgamated  Insurance  Agency  Services 
General  American  Life  Insurance  Company 
Mutual  of  Omaha  Insurance  Company 

Illinois  Foundation  for  Medical  Care 

Utah  Professional  Review  Organization 

New  Jersey  Foundation  for  Health  Care  Evaluation 

Texas  Medical  Foundation 

San  Joaquin  Foundation  for  Medical  Care 

Maryland  Resource  Center 

Texas  Department  of  Public  Welfare 

Langley  Porter  Neuro-Psychiatric  Institute 

New  Jersey  Foundation  for  Health  Care  Evaluation 

EDUCATION 

Alum  Rock  School  District 

Irvine  School  District 
GOVERNMENT 

Local/Municipal : 

City  of  Sunnyvale 
City  of  Cypress 
City  of  La  Palma 


March/1976 

P-1.13 


DETAILED  COMPANY  PROFILE /OPTIMUM  SYSTEMS,  INC. 


GOVERNMENT  (Continued) 

Local/Municpal : 

Public  Agencies  Data  Systems;  serving  the  following  cities  in 
Orange  County , California: 

Brea 

Fountain  Valley 
Los  Alamitos 
Placentia 
Tustin 

12  cities  in  the  San  Francisco  Bay  Area 

12  cities  in  the  Mid-West  and  North  Central  regions. 

Federal: 

Environmental  Protection  Agency  ($15  million  contract) 

Federal  Energy  Association  ($7.5  million  contract,  for  1 year  from 
7/1/75  to  7/1/76;  also  separate  contract  for  $1.57  million) 
Department  of  Health,  Education,  Welfare 
Federal  Trade  Commission 
Social  Security  Administration 
Health  Services  Administration 
Bureau  of  Community  Health  Services 
Bureau  of  Health  Insurance 

OTHER; 

National  Sports  Teams: 

Dallas  Cowboys  Football  Club 

San  Francisco  Forty  Niners  Football  Club 

Eleven  of  eighteen  National  Hockey  League  Clubs : 

The  Atlanta  Flames 
Buffalo  Sabres 
Chicago  Black  Hawks 
Detroit  Red  Wings 
Montreal  Canadians 
New  York  Islanders 
New  York  Rangers 
Philadelphia  Flyers 
Pittsburg  Penguins 
Toronto  Maple  Leafs 
Vancouver  Canucks 

Construction  and  Engineering: 

Earl  & Wright  Engineering 
Skidmore  Owings  & Merrill 

Columbia  Broadcasting  Company 
Stanford  Research  Institute 
American  Institure  for  Research 
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Oracle  Corporation 


Chairman,  President 
& CEO:  Lawrence  J.  Ellison 

500  Oracle  Parkway 
Redwood  Shores,  CA  94065 

C Phone:  (415)  506-7000 

Fax:  (415)506-7200 

Internet:  Http://www.oracle.com 


Status:  Public 

Employees:  21,376(2/96) 

Revenue,  FYE  5/31/95:  $2,966,878,000 

Revenue,  9 mos.  ending  2/29/96:  $2,759,226,000 


Key  Points 

• Oracle  Corporation  designs,  develops, 
markets,  and  supports  software  products  for 
database  management,  computer-aided 
software  engineering  (CASE),  applications 
development,  decision  support,  network 
communications,  and  document  automation. 

• In  February  1996,  Oracle  released  Oracle® 
Universal  Server®,  the  first  all-purpose 
server  combining  complete  Web,  text 
management,  messaging,  and  multimedia 
information  servers. 


• In  the  same  month,  Oracle  introduced 
Oracle  Webserver  2.0,  the  first  scalable 
platform  for  building  secure  Web  sites. 

Company  Description 

Oracle  Corporation,  founded  in  1977,  designs, 
develops,  markets,  and  supports  software 
products  for  database  management,  network 
products,  applications  development 
productivity  tools,  and  end-user  applications. 

The  company’s  principal  product — ^the 
ORACLE®7  relational  database  management 
system — ^is  an  SQL-based  relational  database 
management  system  (RDBMS)  that  runs  on  a 
range  of  computers.  In  addition,  the  company 
offers  consulting,  education,  support,  and 
systems  integration  services  worldwide. 
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In  March  1996,  Oracle  announced  a 3-for-2 
stock  split,  to  be  effective  April  2,  1996. 

To  reduce  the  dilutive  effect  of  the  company’s 
stock  plan,  Oracle  repurchased  2.8  million 
shares  of  common  stock  with  approximately 
$75.9  million  in  cash  flow  from  operations  in 
fiscal  1995.  In  fiscal  1994,  the  company 
repurchased  4. 1 million  shares,  and  in  fiscal 
1993,  4.8  million  shares. 

Structure  and  Operations 

Oracle  was  founded  in  June  1977  as 
Relational  Software  Inc.  In  January  1983,  the 
company  changed  its  name  to  Oracle 
Corporation  to  better  identify  with  its  well- 
known  ORACLE  RDBMS  product.  In  June 
1985,  Oracle  Corporation  was  formed  as  the 
parent  company  of  Oracle  Corporation. 

Headquartered  in  Redwood  Shores  (CA),  the 
company  markets  its  products  internationally 
through  subsidiaries  and  distributors. 

• International  wholly  owned  subsidiaries 
market  and  support  Oracle  products  in 
Austria,  Australia,  Belgium/Luxembourg, 
Brazil,  Canada,  Denmark,  Finland,  France, 
Greece,  Hong  Kong,  Ireland,  Japan, 
Malaysia,  Mexico,  the  Middle  East,  the 
Netherlands,  New  Zealand,  Norway,  the 
People’s  Republic  of  China,  Portugal, 
Singapore,  Spain,  Sweden,  Switzerland, 
Turkey,  the  U.K.,  West  Africa,  and  West 
Germany. 

• International  distributors  are  in  Anguilla, 
Antigua,  Argentina,  Barbados,  Barbuda, 
Brazil,  Canada,  Chile,  Colombia,  the 
Dominican  Republic,  Equador,  Granada, 
Guyana,  Guatemala,  India,  Indonesia,  Italy, 
the  Ivory  Coast,  Jamaica,  Japan,  Monserrat, 
Nevis,  Nigeria,  Norway,  Pakistan,  the 
Philippines,  Portugal,  South  Korea,  St. 

Kitts,  St.  Lucia,  St.  Vincent,  Surinam, 


Taiwan,  Thailand,  Trinidad,  Uruguay, 
Venezuela,  Yugoslavia,  and  Zimbabwe. 

Oracle’s  product/service  offerings  include  the 
following  major  product/service  groups: 

• Server  Technology  (ST) 

• Development  Tools  (DT) 

• Applications 

• Consulting,  Training,  and  Support  Services 

Oracle’s  Worldwide  Operations  is  comprised 
of  the  following  units: 

• Oracle  Worldwide  Services 

• Worldwide  customer  Support 

• The  Americas 

• Oracle  Japan 

• Europe,  Middle  East  and  Africa 

• Asia/Pacific  Rim/India 

Oracle’s  Worldwide  Product  Divisions  are  as 
follows: 

• Server  Technologies  Division 

• Applications  Division 

• Oracle  Tools  Product  Division 

• Technologies  Division 

• Web/Workgroup  Systems  Division 

• European  Engineering 

Oracle’s  subsidiary — Oracle  Complex  Systems 
Corporation  (OCSC),  formed  in  1988,  provides 
systems  integration  services.  The  business 
was  expanded  later  in  1988  with  the 
acquisition  of  Falcon  Systems,  Inc.  of 
Bethesda  (MD^. 
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Company  Strategy 

Oracle  operates  in  one  industry  segment — the 
development  and  marketing  of  computer 
software  and  related  services.  The  company 
is  in  a unique  position  in  the  enterprise 
software  market,  as  it  has  the  right 
technologies  (is  delivering  products  in  all  the 
key  segments — RDBMS,  apphcation 
development  tools,  document  automation,  and 
distributed  client/server  enterprise 
applications),  as  well  as  a management  team 
that  is  broad  enough  to  have  executives 
focusing  on  driving  critical  new  technologies. 

Market  Strategy 

Oracle’s  strategy  is  to  have  no  competitor 
equal  in  the  database,  tools,  and  applications 
segments  at  the  high  end  of  the  enterprise 
software  market,  while  developing  partners 
that  have  no  equal  at  the  low  end.  Oracle  is 
expanding  its  distribution  as  it  transitions 
from  a database  company  to  an  information 
technology  solutions  company.  It  is  promoting 
new  niches  for  database  use  in  telecom- 
munications and  electronic  publishing. 

Oracle  has  moved  aggressively  into  the 
professional  services  market  by  leveraging  its 
products.  The  company  is  trying  to  position 
itself  in  the  consulting  and  services  world,  to 
maximize  its  role  as  a partner  to  its 
customers. 

Product  Strategy 

Oracle  develops  new  products  internally  and 
through  joint-venture  partnerships.  Oracle’s 
product  and  services  strategy  is  to  provide 
complete  enterprise  applications  solutions. 

The  company  is  positioning  itself  as  a provider 
of  multimedia  server  technology  with  multiple 
alliances  with  TV  and  entertainment  firms, 
which  could  lead  to  a strategic  position  in  the 
creation  of  the  information  superhighway. 


Oracle  is  also  committed  to  providing 
solutions  to  help  companies  deploy  on-line 
applications  using  Web  interfaces.  The 
company’s  WebSystem  products  will  allow 
companies  to  create  real-time  Web 
applications  that  can  manage  high  volumes  of 
on-line,  dynamic  data. 

During  the  first  quarter  of  fiscal  1996,  the 
company  initiated  a major  push  into  data 
warehousing  and  decision  support  systems, 
led  by  the  introduction  of  Oracle? 
MultiDimension  in  late  fiscal  1995. 

Financials 

Total  fiscal  1995  revenue  reached  $2,966.9 
million,  a 48%  increase  over  fiscal  1994 
revenue  of  $2,001.1  million.  Net  income  rose 
56%,  from  $283.7  million  in  fiscal  1994  to 
$441.5  million  in  fiscal  1995.  A five-year 
financial  summary  appears  on  the  following 
page. 

Oracle’s  revenue  growth  rate  was  48%,  33%, 
and  28%  in  fiscal  1995,  1994,  and  1993, 
respectively.  This  increase  has  been 
attributed  to  the  following: 

• A broadened  customer  and  product  base  has 
broadened  during  the  past  three  fiscal 
years,  as  Oracle  increased  the  number  of 
computers  and  operating  systems  on  which 
its  RDBMS  operates  and  introduced 
additional  software  tools  and  applications 
products 

• An  increase  in  market  demand  for  database 
and  tools  products 

• The  rise  in  market  acceptance  for  Oracle’s 
RDBMS 

• Increased  penetration  in  the  financial  and 
manufacturing  applications  markets 
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• Continued  increase  in  the  percentage  of 
licenses  for  computers  using  the  UNIX 
operating  system  and  desktop  operating 
systems. 

• In  addition,  the  company  has  strengthened 
its  direct  sales  channels  that  market  its 
products  and  services. 


Oracle  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

5/95 

5/94 

5/93 

5/92 

5/91 

Revenue 

$2,966.9 

$2001.1 

$1502.8 

$1178.5 

$1027.9 

• Percent  change  from 
previous  year 

48% 

33% 

28% 

15% 

12% 

Income  (loss)  before  taxes 

$659.0 

$423.5 

$218.0 

$96.1 

$(13.2) 

• Percent  change  from 
previous  year 

56% 

94% 

127% 

114% 

(a) 

(111%) 

Net  income  (loss) 

$441.6 

$283.7 

$98.3 

$61.5 

$(12.4) 

• Percent  change  from 
previous  year 

56% 

189% 

60% 

120% 

(115%) 

Earnings  (loss)  per  share 

$1.00 

$0.96 

$0.34 

$0.22 

$(0.05) 

• Percent  change  from 
previous  year 

4% 

182% 

55% 

122% 

(110%) 

{a)  Includes  charges  of  $8.9  million  related  to  the  consolidation  of  offices  and  provisions  against  revenue  for 


consulting  and  other  lost  contracts. 


Research  and  development  expenditures  were 
approximately  $260.6  million  (9%  of  revenue) 
in  fiscal  1995,  compared  to  $197.1  million 
(10%  of  revenue)  in  fiscal  1994  and  $146.4 
million  (10%  of  revenue)  in  fiscal  1993,  after 
capitalizing  software  development  costs. 


Revenue  Analysis  by  Product  Line 
Approximately  54%  of  Oracle’s  fiscal  1995 
revenue  was  derived  from  licensing,  44%  from 
professional  services,  and  2%  from  systems 
integration  and  other  revenue. 


A three-year  source  of  revenue  summary  is 
shown  on  the  following  page. 

License  revenue  increased  46%  during  fiscal 
1995,  and  service  revenue  grew  54%  over  that 
of  fiscal  1994. 
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Oracle  Corporation 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

Product/Service 

5/95 

5/94 

5/93 

Revenue  (a) 
$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent 
of  Total 

Licenses 
• UNIX 

$1,175.0 

40% 

$786.0 

39% 

$556.1 

37% 

• 

Desktop 

271.0 

9% 

183.0 

9% 

105.3 

7% 

• 

Proprietary  Platforms 

160.0 

5% 

130.0 

7% 

150.2 

10% 

Total  License  Revenue 

$1,606.0 

54% 

$1,099.0 

55% 

$811.6 

54% 

Professional  services 
• Support 

$585.0 

20% 

$383.2 

19% 

$285.5 

19% 

• 

Consulting  and  Education 

710.0 

24% 

454.1 

23% 

315.6 

21% 

Total  Service  Revenue 

$1,295.0 

44% 

$837.3 

42% 

$601.1 

40% 

Other  * 

$65.9 

2% 

$64.8 

3% 

$90.1 

6% 

Total 

$2,966.9 

100% 

$2,001.1 

100% 

$1,502.8 

100% 

* Includes  systems  Integration,  documentation,  and  miscellaneous  other  revenue, 
(a)  Estimated  product  and  product  line  revenue. 


• Approximately  73%  of  fiscal  1995  license 
revenue  was  derived  from  software  used  on 
computers  using  the  UNIX  operating 
system,  up  from  71%  in  fiscal  1994. 

• Revenue  from  software  used  on  desktop 
computers  was  17%  and  from  use  on 
computers  employing  other  proprietary 
operating  systems — including  IBM 
mainframes,  Digital  minicomputers,  and 
other  minicomputers — 10%  of  license 
revenue. 

• Approximately  45%  of  fiscal  1995 
professional  services  revenue  was  derived 
from  support  services  and  55%  from 
consulting  and  education  services. 

• Support  revenue  grew  53%  in  fiscal  1995 
and  35%  in  fiscal  1994.  These  increases 


reflect  the  continuing  growth  in  the 
installed  base  of  Oracle’s  products  under 
support  contracts,  as  well  as  support 
revenue  associated  with  the  Rdb  and 
repository  businesses  of  Digital  Equipment 
Corporation,  acquired  in  late  1994. 

• Consulting  and  education  services  revenue 
grew  56%  and  41%  in  fiscal  years  1995  and 
1994,  respectively. 

Interim.  Results 

Revenue  for  the  nine  months  ending  February 
29,  1996  reached  nearly  $2.76  billion,  a 42% 
increase  over  $1.95  billion  for  the  same  period 
in  1995. 

• Net  income  for  the  period  rose  30%,  from 
$259.8  million  to  $337.0  million. 
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• Oracle’s  license  sales  grew  by  35%  year  to 
year,  led  by  Oracle  Applications  revenue 
growth  of  28%.  Service  revenue  also 
expanded  by  49%  to  $1.4  billion. 

• Geographically,  revenues  were  up  46%  in 
the  Americas,  up  31%  in  Europe/Middle 
East/Africa  and  up  54%  in  the  Asia/Pacific 
Rim. 

Market  Financials 

Oracle’s  products  are  targeted  to  clients 
across  industries  and  specific  vertical  groups, 
including  the  federal  government,  the  public 
sector,  computer-integrated  manufacturing. 


Oracle  Corporation 

Two-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

5/95 

5/94 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Oracle  Americas 

$1,416.2 

48% 

$942.7 

47% 

Oracle  Europe/Middle  East/Africa 

1,165.4 

39% 

833.1 

42% 

Oracle  Asia  Pacific 

385.3 

13% 

225.3 

11% 

Total 

$2,966.9 

100% 

$2,001.1 

100% 

federal  systems  integrators,  pharmaceuticals, 
utilities,  higher  education, 
telecommunications,  and  oil  and  gas. 

Geographic  Markets 

Approximately  48%  of  revenue  was  derived 
from  Oracle  Americas,  39%  from  Oracle 
Europe/Middle  East/Africa,  and  13%  from  the 
Oracle  Asia  Pacific  business  units. 

A two-year  geographic  source  of  revenue 
summary  follows; 


Domestic  revenue  increased  54%  and  44%  in 
fiscal  1995  and  1994,  respectively,  while 
international  revenue  increased  44%  and  28% 
in  fiscal  1995  and  1994,  respectively. 

Domestic  revenue  accounted  for  approximately 
42%,  40%,  and  37%  of  total  revenue  in  fiscal 
years  1995,  1994,  and  1993,  respectively. 
Revenue  from  international  customers, 
including  end  users  and  resellers,  was 
approximately  58%,  60%,  and  63%  of  revenues 
in  fiscal  1995,  1994,  and  1993,  respectively. 


Acquisitions 

In  July  1995,  Oracle  acquired  the  on-line 
analytical  processing  business  of  Information 
Resources,  Inc.,  including  all  related  software 
products  and  customer  support  services,  for 
$100  million  in  cash. 

Employees 

As  of  February  29,  1996,  Oracle  had 
approximately  21,376  full-time  employees, 
segmented  as  follows: 


Page  6 of  15 


INPUT  1996  Reproduction  prohibited. 


Oracle  Corporation 
April  1996 


INPUT  Vendor  Profile 


Sales  and  service 15,405 

Marketing 949 

Research  and  development 2,907 

General  and  administrative 2.115 


21,376 

Of  these,  9,935  employees  were  located  in  the 
U.S.  and  11,441  in  approximately  50  other 
countries. 

Key  Products  and  Services 

Systems  Software 

Oracle’s  principal  product  is  the  ORACLE 
RDBMS.  It  allows  users  to  define,  retrieve, 
manipulate  and  control  data  stored  on 
multiple  computers  using  the  industry 
standard  SQL  language. 

The  company’s  products  are  grouped  into  three 
main  product  famihes  as  described  below: 

Server  Technology 

This  product  family  consists  of  an  integrated 
set  of  database  server  and  network  products. 

• ORACLE7 — ^The  company’s  flagship  product 
permits  multiple  computers  using  a common 
operating  system  to  access  a single  database 
stored  on  shared  disk  devices.  It  provides 
advanced  capabilities  for  centrally  defining 
business  policies  and  data  integrity  rules 
within  a database  and  for  automatic 
enforcement  of  those  policies  and  rules  by 
the  DBMS. 

- Oracle  Universal  Server®  (Oracle7  Release 
7.3),  introduced  in  February  1996,  is  an  all- 
purpose server  that  combines  Oracle7  with 
complete  Web,  text  management, 
messaging,  and  multimedia  information 
servers.  Web  server  software  is  now 
included  as  part  of  the  Oracle  Universal 
Server.  Options  are  available  to 


extend  the  functionality  of  Oracle 7 Release 
7.3,  including: 

• Oracle  Video  Option  delivers  full-motion, 
full-screen  digital  video  and  audio  data 
over  standard  switched  Ethernet  and 
FDDI  corporate  networks  for  a variety  of 
apphcations. 

• Oracle  ConText  Option  allows  users  to 
process  text-based  information  as  quickly 
and  easily  as  relational  data,  at  any 
scale.  The  ConText  Option  is  based  on 
Standard  Query  Language  (SQL). 

• Oracle  Spatial  Data  Option  enables 
spatial  data  to  be  efficiently  stored, 
accessed,  and  manipulated  in  the 
database,  and  in  the  same  manner  as 
structured  data. 

• Oracle7  Advanced  Networking  Option  is 
a comprehensive  networking 
management  package  for  reducing  the 
administrative  cost  and  increasing  the 
security  of  corporate  data. 

- Oracle7  MultiDimension  provides  support 
for  spatial  data,  leading  the  company’s 
movement  into  data  warehousing  and 
decision  support  systems. 

- During  the  fourth  quarter  of  fiscal  1995, 
Oracle  was  the  first  database  vendor  to 
provide  very  large  memory  (VLM) 
technology  for  64-bit  systems.  Oracle7 
with  VLM  capability  drives  performance 
gains  of  up  to  200  times  over  existing  32-bit 
systems. 

• Oracle  Group  Ware™ — ^A  family  of 
application  services  and  electronic  agents 
that  allows  organizations  to  share  and  access 
multimedia  document  data. 
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- Oracle  Office — A distributed  enterprise 
workgroup  computing  system  for 
client/server  environments.  It  integrates 
enterprise-wide  messaging,  scheduling, 
directory  services,  and  proofreading 
facilities,  as  well  as  mobile  messaging. 

- Oracle  InterOffice  Suite — Built  on  the 
Oracle  Office  messaging  server,  it  includes 
a document  management  component,  plus 
access  from  Window  95,  the  Web,  and 
MAPI-  or  ODMA-compliant  applications 

• Oracle  Ware™ — A joint  development  with 
Novell  that  combines  a database  and 
networking  and  operating  system 
technologies  with  multiserver  messaging 
capabilities. 

• Oracle  Open  Gateways — ^A  suite  of 
integration  products  providing  access  to 
data,  applications,  and  systems,  including  to 
non-ORACLE  databases  that  support  DB2, 
Digital’s  Rdb  and  HP  Turbo  Image,  among 
others. 

- Oracle  Client  Solutions  provide  mainframe 
and  AS/400  applications  with  SQL  and 
procedural  access  to  Oracle  data  on  any 
platform. 

- Oracle  Transparent  Gateway  for  APPC 
allows  the  user  to  leverage  existing 
mainframe  transactions  from  Oracle 
applications  on  any  platform. 

- Oracle  Procedural  Gateways  provide  open 
systems  applications  with  transparent  SQL 
access  to  any  data. 

• SQL*Net® — A connectibility  tool  that  makes 
it  possible  for  an  ORACLE  application  on  one 
machine  to  access  its  local  database  and 
simultaneously  access  remote  databases  on 
other  machines  running  ORACLE  (as  well  as 


other  non-ORACLE  databases)  anywhere 
within  a communications  network. 

• In  January  1995,  Oracle  introduced  Secure 
Network  Services,  an  add-on  package  to  the 
SQL*Net  connectivity  software.  Secure 
Network  Services  is  the  first  built-in 
encryption  software  to  protect  corporate  data 
in  client/server  environments. 

The  Oracle  Workgroup/2000  is  Oracle’s  low- 
end  product  family  for  building  and  deploying 
scalable,  next- generation  client/server  systems. 

• Personal  Oracle? — A desktop  version  of 
Oracle?,  available  for  Microsoft  Windows, 
OS/2,  Windows  95,  and  Power  Macintosh 

• Personal  Oracle  Lite — A low-cost  relational 
database  that  fits  in  less  than  one  megabyte 
of  memory 

• Oracle?  Workgroup  Server™ — A desktop 
server  with  the  power  of  Oracle?,  for  mid- 
size needs  such  as  a small  business 

- Oracle?  Workgroup  Server  for 

Windows  NT 

- Oracle?  Workgroup  Server  for  OS/2 

- Oracle?  Workgroup  Server  for  NetWare 

- Oracle?  Workgroup  Server  for  UnixWare 

- Oracle?  Workgroup  Server  for  Solaris  x86 

- Oracle?  Workgroup  Server  for  SLO 

• Oracle  Power  Objects — A graphical  object- 
based  development  tool  for  rapid  creation  of 
next-generation  client/server  applications 

• Oracle  Objects  for  OLE — ^An  OLE-compliant 
data  access  toolkit  for  building  Windows 
client/server  applications  for  Oracle? 
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• Oracle  Mobile  Agents — ^The  Workgroup/  2000 
client  component  of  Oracle  in  Motion 
software 

Oracle  OLAP  products  feature  the  Express 
family  of  client/server  OLAP  products,  which 
includes  server  technology,  client  tools,  and 
applications  used  primarily  hy  sales, 
marketing,  finance,  and  management  end 
users.  Oracle’s  OLAP  product  family  includes: 

• Oracle  Express  Server 

• Personal  Express 

• Oracle  Express  Analyzer 

• Oracle  Financial  Analyzer 

• Oracle  Sales  Analyzer 

Oracle  WebSystem  is  a family  of  client/server 
solutions  that  combine  the  power  of 
multimedia  Oracle?  database  technology  with 
World  Wide  Web-based  servers,  clients  and 
development  tools. 

• Oracle  Webserver  2.0,  introduced  in 
February  1996,  is  a scalable  platform  for 
building  secure  Web  sites  and  applications 
for  use  over  corporate  intranets  and  the 
public  Internet.  It  also  provides  Java 
capabilities  on  the  server. 

• Oracle  PowerBrowser™  is  a fully  standards- 
based  Web  browser  compatible  with  any  Web 
server.  It  is  currently  being  shipped  as  a 
developer  release,  and  is  scheduled  for 
general  availability  during  the  second 
quarter  of  1996. 

The  Network  Computer™  (NC™)  is  a family  of 
low-cost  devices  that  supports  a graphical 
environment  and  operates  in  a server-based 
environment.  Oracle  has  produced  a reference 
design  for  the  Network  Computer,  and  is 
currently  working  with  other  industry  leaders 
to  create  and  support  the  standards  that  will 


form  the  foundation  of  a digital  network  for 
the  NC.  These  include  World  Wide  Web 
standards  such  as  HTML,  HTTP,  emerging 
standards  such  as  Java,  access  standards  such 
as  SQL  and  CORBA,  and  video/audio 
standards  such  as  MPEG2. 

Application  Developm  ent  and  Access  Tools 

Oracle’s  two  primary  application  development 
tools  are  Developer/2000  and  Designer/2000. 
These  are  the  company’s  second-generation 
client/server  development  tools  that  bring 
high-end  programming  features  to  Windows 
developers. 

• Developer/2000  allows  users  to  apply  second 
generation  functionality,  such  as  drag-and- 
drop  application  partitioning  and  full 
support  for  Microsoft’s  Object  Linking  and 
Embedding  2.0  (OLE2),  in  a graphical 
environment.  Applications  built  using 
Developer/2000  can  be  used  in  environments 
ranging  in  size  from  workgroups  to  several 
thousand  concurrent  user. 

• Designer/2000  is  Oracle’s  modeling  tool  for 
client/server  development,  combining 
support  for  system  analysis,  software  design, 
code  generation,  and  BPR. 

TheData  Access  family  consists  of  the 
following: 

• Oracle  Data  Browser™ — A graphical  data 
access  client  that  enables  non-programmers 
to  easily  locate,  query  and  display 
information  stored  in  networked,  distributed 
databases 

• Oracle  Data  Query'^’^^ — Designed  for  users  to 
run  ad  hoc  queries  without  any  knowledge  of 
SQL 

• Oracle  Glue™ — ^An  adaptable,  portable, 
integrated  application  programming 
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interface  that  enables  users  to  use  any  tools 
with  any  data  on  any  server. 

The  D/2000  Tools  family  contains  the 

following: 

• Oracle  Forms'*'*'’ — A tool  that  allows 
applications  developers  to  design,  prototype, 
and  customize  forms-based  applications 
without  programming 

• Oracle  Reports'*'*’ — A tool  that  allows 
applications  developers  to  create  highly 
formatted  reports  without  programming 

• Oracle  Graphics® — A tool  that  allows  users 
to  generate  high-resolution  pie,  line  or  bar 
graphs  from  data  stored  in  an  ORACLE 
database 

• Oracle  Procedure  Builder 

• Oracle  Open  Client  Adapter 

• Oracle  Translation  Manager 

• Oracle  Programmatic  Interfaces 

D/2000  CASE  family  is  comprised  of  the 

following: 

• CASE  Method'*'*’ — Provides  a structure  for 
systems  designers  to  develop  and  implement 
systems 

• Oracle  CASE  Dictionary*'*’ — Supports  the 
CASE  Method  and  provides  utilities  to  help 
systems  designers  develop,  implement,  and 
document  application  systems 

• Oracle  CASE  Exchange**’ — ^Provides  a 
mechanism  for  transferring  analysis 
specifications  held  in  different  tools  to  the 
CASE  Dictionary 

• Oracle  Forms  Generator*** — ^Allows 

application  developers  to  generate  working 


SQL*Forms  applications  using  the 
information  in  CASE  Dictionary 

• Oracle  Reports  Generator 

• Oracle  Server  Generator 

• Oracle  CASE  Designer**’ — Provides  a bit- 
mapped graphical  interface  to  the  CASE 
Dictionary 

End-  User  Applications  Products 

Oracle’s  family  of  Cooperative  Applications 
software  automates  business  operations  with 
software  for  commercial  accounting, 
manufacturing,  distribution,  project  control, 
government  accounting,  and  human  resources 
management. 

• Oracle  Financials**’ — A family  of  accounting 
applications  software  products  designed  for 
centralized  and  decentralized  accounting 
departments  in  companies  of  any  size. 
Products  include  Oracle  General  Ledger***, 
Oracle  Payables***,  Oracle  Assets***,  Oracle 
Receivables***,  Oracle  Revenue  Accounting*** 
Oracle  Personnel***,  Oracle  Order  Entry***, 
Oracle  Purchasing***,  Oracle  Inventory, 
Oracle  Sales  & Marketing,  and  Oracle 
Commissions. 

• Oracle  Government  Financials*** — A family 
of  integrated  accounting  software  packages 
for  federal,  state  and  local  governments. 
Products  include  Oracle  Government 
General  Ledger***,  Oracle  Government 
Purchasing***,  Oracle  Government  Payables 
***,  and  Oracle  Government  Receivables***. 

• Oracle  Manufacturing***  consists  of  a full- 
function  manufacturing  product  family 
tightly  integrated  with  Oracle  Financials. 
Products  include  Oracle  Inventory***,  Oracle 
Bill  of  Materials***, Oracle  Work  in  Process***, 
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Oracle  Master  Scheduling™,  Oracle  MRP™ 
Oracle  Order  Entry™,  Oracle  Capacity™, 
Oracle  Engineering™,  Oracle  Cost 
Management™,  and  Oracle  Purchasing™. 

- The  products  are  available  for  Digital 
VAXATVIS,  Data  General,  Hewlett- 
Packard,  Sequent,  and  Pyramid  computers 
and  will  be  ported  to  Sun  and  other 
mainframe,  minicomputer,  workstation, 
and  microcomputer  systems  on  which 
ORACLE  is  available. 

- Through  an  agreement  formed  with 
Datalogix  International,  Inc.  in  1994, 
Oracle  has  obtained  the  right  to  resell 
Datalogix’s  GEMMS  system  as  Oracle 
GEMMS. 

• Oracle  Human  Resources  Management 
Systems™  include  Oracle  Human 
Resources™  and  Oracle  Payroll™. 

The  Oracle  New  Media  product  family  is  an 
end-to-end  software  architecture  for  delivering 
interactive  multimedia  services  over  any 
network  to  PCs,  set-top  boxes,  and  personal 
digital  assistants. 

• The  Oracle  Media  Server™ — multimedia 
extension  of  Oracle’s  database,  messaging 
and  transaction  processing  software.  It 
stores,  retrieves,  and  manages  a wide  variety 
of  information,  including  “structured” 
operational  data,  “un-structured”  document 
data,  and  “stream”  video  and  audio  data. 

• Oracle  Media  Net™ — A connection  from  the 
home  television,  via  a set-top  box,  to  the 
Oracle  Media  Server.  It  hides  the  complexity 
of  various  networks  (phone  lines,  satellite 
broadcasts,  and  cable  connections),  and 
communicates  with  "smart  TVs"  to  deliver 
information  to  homes. 


• Oracle  Media  Objects™ — An  authoring  tool 
for  creating  broadcast-quality  interactive 
multimedia  applications  for  both  CD  ROM 
and  interactive  television 

Oracle  Applications®  is  an  integrated  suite  of 
more  than  30  client/server  applications  that 
includes  Order  Fulfillment,  Operations, 
Procurement,  Finance  and  Administration, 
Human  Resources,  and  Information 
Technology  components  of  the  value  chain 
model  and  its  infrastructure. 

• During  the  third  quarter  of  fiscal  1996, 

Oracle  released  new  Oracle  Applications 
based  on  the  company’s  SmartClient 
architecture:  Oracle  Assets,  Bill  of  Material, 
Capacity,  Cost  Management,  EDI  Gateway, 
Engineei'ing,  Inventory,  Payables  and 
Government  Payables,  Quality  and  Work  in 
Process. 

• In  July  1995,  the  company  released  nine  new 
Oracle  Applications:  Oracle  Quality,  Service, 
Sales  and  Marketing,  Sales  Compensation, 
Applications  Data  Warehouse,  Payroll,  EDI 
Gateway,  Internet  Commerce,  and  Workflow. 

Consulting/Training/Support  Services 

Consulting  Services 

Consulting  services  include  strategic  systems 
planning,  systems  management,  systems 
architecture  development,  customized 
applications  development  and  in-house 
technology  integration  support.  Consulting 
projects  range  from  ad  hoc  consultations  billed 
by  the  hour  to  fixed-price  custom  development 
projects  in  excess  of  $1  million.  The  company 
provides  optional  renewals  of  support  for  a fee 
ranging  from  approximately  15%  to  35%  of  the 
price  of  the  applicable  license.  Oracle  has 
more  than  300  consultants  worldwide. 
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Training 

Oracle  provides  more  than  100  courses  at  more 
than  90  education  centers  worldwide.  The 
company  also  offers  on-site  training  to 
customers  who  request  it.  Training  and 
education  courses  range  from  hourly  fixed- 
price  classes  to  custom  seminars. 

Customer  Support 

The  company  provides  support  services 
through  the  Oracle  Worldwide  Customer 
Support  organization.  Oracle  has  a suite  of 
complementary  support  services — 
Oracleinetals,  Oraclefoundation,  and 
OracleINCIDENT  programs — to  provide 
differing  levels  of  support. 

Each  analyst  in  Worldwide  Customer  Support 
is  hacked  hy  the  Oracle  Support  Supercenter 
Program,  located  in  strategic  time  zones 
around  the  world  to  provide  24-hour  backup 
for  local  support  centers. 

The  Oracle/netaZs  support  program  provides 
on-line  information  services,  as  well  as 
problem  fixes,  maintenance  releases,  and  a 
comprehensive  upgrade  service. 

• OracleBRONZE  is  the  entry-level  service, 
including  telephone  support  and  on-line 
access  and  download  services. 

• OracleSILVER  includes  the  elements  of  the 
Bronze  service,  plus  seven  days  a week,  24- 
hours  per  day,  pro  active  support. 

• OracleGOLD  includes  the  services  of  the 
Bronze  and  Silver  levels,  plus  preventive  and 
tailored  support  services. 

Oraclefoundation  provides  a lower  level  of 
interaction,  and  support  services  are  provided 
via  on-line  services,  24  hours  per  day,  365  days 
per  year.  Customers  log  assistance  messages 
with  other  customers  and  Oracle,  using  on-line 


support  forums.  Oraclefoundation  also  has 
provision  for  telephone  access  to  Oracle 
analysts  through  the  OracleINCIDENT 
program. 

• OracleINCIDENT  support  service  offers 
telephone  access  to  Oracle  technical  analysts 
for  customers  with  either  trial  or  purchased 
licenses. 

• This  service  is  designed  for  users  with 
minimal  technical  support  needs,  and  is 
available  during  normal  office  hours  for  a 
per-incident  usage  fee. 

• Calls  to  Oracle  Technical  Support  are 
customer  prioritized,  using  a set  of  pre- 
defined severity  levels. 

Marketing  and  Sales 

Domestically,  Oracle  markets  its  products  and 
services  through  its  own  direct  sales  and 
service  organization,  Oracle  USA,  which 
consists  of  4,840  sales  and  service  employees, 
and  some  indirect  channels.  Sales  offices  are 
based  in  the  company’s  headquarters  in 
Redwood  City  (CA)  and  in  field  offices  in 
approximately  50  U.S.  metropolitan  areas. 

Internationally,  Oracle  markets  its  products 
through  the  sales  and  service  organizations  of 
its  50  subsidiaries,  with  the  principal 
subsidiaries  in  continental  Europe,  the  U.K., 
Canada,  Australia,  Asia,  the  Middle  East,  and 
Latin  America. 

• International  sales  and  service  groups 
consisted  of  7,769  employees  as  of  May  31, 
1995. 

• In  addition,  Oracle  markets  its  products 
through  approximately  30  independent 
distributors  in  international  territories  not 
covered  by  its  subsidiaries'  direct  sales 
organizations. 
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The  company  also  markets  its  products 
through  original  equipment  manufacturers 
(OEMs),  value-added  relicensors  (VARs), 
preferred  systems  integrators  (PSIs),  and 
independent  software  vendors  (ISVs)  that 
redistribute  the  products  by  combining 
Oracle’s  relational  DBMS  with  computer 
hardware  or  software  applications  packages. 

Due  to  significant  competition  in  the  DBMS 
marketplace,  technical  support  plays  a major 
role  in  Oracle’s  sales.  The  company’s  sales 
representatives  are  typically  teamed  with 
technical  support  specialists  who  can  answer 
technical  questions. 

Alliances 

Some  of  Oracle’s  partnerships  include  the 
following; 

In  February  1996,  Oracle  announced  its 
partnership  with  VeriFone  Inc.  of  Redwood 
City  (CA)  to  develop  software  for  purchasing 
products  and  services  over  the  Internet. 

During  the  third  quarter  of  fiscal  1995,  Oracle 
entered  into  a cooperative  development  and 
marketing  agreement  with  New  York  Life 
Insurance  to  globally  market  the  first  suite  of 
client/server  software  applications  for  the 
insurance  industry. 

During  the  third  quarter  of  fiscal  1995,  Oracle 
and  eight  other  enterprise  applications 
companies  formed  the  Open  Applications 
Group  to  promote  application  integration.  The 
group  will  develop  industry  standards  that 
facilitate  easy  integration  of  applications  from 
multiple  vendors. 

In  January  1995,  Oracle’s  Services  business 
entered  into  an  agreement  with  Smart  Corp.  to 
use  its  suite  of  tools  in  the  delivery  of  technical 
consulting  services  to  Oracle  customers. 


In  October  1994,  Oracle  announced  the  Oracle 
Set-Top  Alliance,  which  consists  of  25 
interactive  television  vendors,  that  will 
promote  interoperability  on  the  information 
superhighway. 

In  September  1994,  Oracle  and  Hewlett- 
Packard  announced  the  Oracle/HP 
Applications  Initiative,  a business  alliance 
intended  to  increase  the  customer  base  for 
Oracle  Cooperative  Applications  running  on 
HP  machines. 

In  September  1994,  Oracle  and  Datalogix 
International,  Inc.,  formed  an  agreement, 
giving  Oracle  the  right  to  resell  the  Datalogix 
Global  Enterprise  Manufacturing  Management 
System  (GEMMS)  as  Oracle  GEMMS. 

In  August  1994,  Oracle  teamed  up  with  SHL 
Systemhouse  Inc.,  to  deliver  Quickstart,  a 
fixed-price  applications  program  to  move 
financial  systems  from  proprietary  mainframe 
systems  to  open  computing  systems. 

In  April  1994,  Oracle  Corp.  entered  into  a joint 
marketing  agreement  with  SHL  Systemhouse 
to  market  Oracle  Cooperative 
Applications — the  company’s  client/server 
business  applications — with  SHL’s  outsourcing 
services. 

In  March  1994,  Oracle  announced  the 
formation  of  Oracle  Corp.  Cooperative 
Applications  Initiative  (CAI),  with  a goal  to 
make  it  possible  for  users  to  access  business 
applications  while  working  in  the  suite  of 
Oracle  applications. 

• CAI  members  include  170  Systems,  Alpha  & 
Omega,  American  Business  Computer, 
American  International  Facsimile  Products, 
Aurum  Software,  Inc.,  Business  Objects,  Inc., 
Clarify  Inc.,  Cognos,  Datalogix  International, 
EDI  Solutions,  Inc.,  HSB  Reliability 
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Technologies,  i2  Technologies,  Industri- 
Matematik,  Intermec  Corporation,  InTime 
Systems,  Mantix,  Inc.,  Manugistics,  Inc., 
Metrix,  Noetix  Corporation,  Pillar 
Corporation,  Recognition  International,  Inc., 
Sherpa  Corporation,  SQL  Systems,  Sterling 
Software,  The  System  Works,  Inc.,  Trilogy 
Development  Group,  TRW/FileNet,  Virtex, 
and  Western  Data  Systems. 

The  Cooperative  Services  Initiative  (CSI) 
program  teams  Oracle  with  Big  6 consultants, 
systems  integrators,  hardware  vendors,  and 
system  management  tools  supphers  to  build 
the  most  comprehensive  set  of  open 
implementation  services  for  Oracle 
Cooperative  Applications. 

• CSI  members  include  Andersen  Consulting, 
AT&T  Global  Information  Solutions, 
Computer  Sciences  Corporation,  Compaq 
Computer  Corporation,  Coopers  & Lybrand, 
Data  General,  DEC,  DRT  Systems 
International,  Hewlett-Packard,  IBM,  Price 
Waterhouse,  Pyramid  Technology,  Sequent 
Computer  Systems,  Inc.,  SHL  Systemhouse, 
Solbourne  Computer,  Inc.,  Sun 
Microsystems,  and  Unisys. 

Oracle’s  Warehouse  Technology  Initiative 
(WTI)  program  is  an  alliance  program  that 
provides  customers  with  a complete  data 
warehousing  solution  based  on  the  Oracle? 
database,  and  more  than  40  complementary 
third-party  software  products.  In  February 
1996,  Oracle  increased  the  number  of  third- 
party  data  warehousing  tools  by  adding  nine 
new  member  companies  to  the  WTI  program. 

The  Oracle  Set-Top  Alliance  was  formed  to 
promote  interoperability  and  speed  the 
delivery  of  interactive  television  services  to 
consumers.  It  includes  more  than  50  set-top 
device  vendors,  set-top  component 


manufacturers,  and  providers  of  other  set-top- 
related  technologies. 

Clients 

Oracle  products  are  used  in  a number  of 
industries  such  as  manufacturing,  defense, 
telecommunications,  the  public  sector, 
computer  hardware  and  software,  energy, 
health  care,  financial  services,  media  and 
entertainment,  chemicals,  pharmaceuticals, 
retail,  and  transportation. 

Oracle’s  client  list  includes,  but  is  not  limited 
to,  the  following: 

McDonnell  Douglas,  GEMPLUS,  Scania, 
Australian  Submarine  Corp.,  U.S.  Air  Force, 
British  Army,  BT,  NYNEX,  Telefonica  Moviles, 
Maricopa  County  Community  College  District, 
United  States  Postal  Service,  Canadian 
Hydrographic  Service,  NEC  Corporation,  Cisco 
Systems,  Sun  Microsystems,  Slovnaft,  Nippon 
Oil  Company,  Ltd.,  South  Texas  Project,  AOK, 
Ministry  of  Health  Department,  Taiwan, 
Alliance  Blue  Cross/Blue  Shield,  MasterCard 
International,  Hannover  Rueckversicherungs- 
AG,  Union  Bank  of  Switzerland,  TELE-TV, 
Sony,  Prodigy,  The  Upjohn  Company,  Bayer 
AG,  Zenaca  Pic.,  Fingerhut,  McDonald’s, 

IKEA,  Polish  State  Railways,  Europcar, 

Korean  Air,  Bell  & Howell,  Egghead  Software, 
Goodyear  Tire  & Rubber  Company,  Leeson 
Electric  Corporation,  New  York  Stock 
Exchange,  and  Raytheon  Service  Corporation. 

Competition 

Oracle  competes  wdth  different  companies 
within  the  various  markets  it  addresses: 

• Principal  independent  competitors  in  the 
enterprise  and  departmental  DBMS 
marketplace  include  Informix  Corporation, 
Sybase  Inc.,  the  ASK  Group,  Inc.,  which  was 
acquired  in  1994  by  Computer  Associates 
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International,  Inc.,  Progress  Software 
Corporation,  and  Software  AG. 

• In  the  workgroup  DBMS  market,  the 
company  competes  with  various  desktop 
software  vendors,  including  Microsoft 
Corporation. 

• Major  competitors  in  the  enterprise 
client/server  software  marketplace  include 
SAP  Aktiengeschellschaft  in  the  financial, 
manufacturing,  and  human  resources 
applications  market,  and  PeopleSoft,  Inc.  in 
the  human  resources  and  financial 
applications  market. 

• Oracle  also  competes  with  hardware  systems 
vendors  that  sell  or  license  database 
software,  including  IBM  in  the  mainframe 
and  UNIX  market. 

• In  the  applications  development  tools 
market,  Oracle  competes  primarily  with 
PowerSoft  Corporation,  recently  acquired  by 
Sybase,  Inc. 


• Oracle  also  competes  with  systems 
integrators  and  consulting  organizations  in 
the  services  marketplace. 

INPUT  Assessment 

Oracle’s  major  strengths  include: 

• A successful  expansion  into  the  consulting 
and  professional  services  arena 

• Providing  products  in  all  the  key  segments  of 
the  enterprise  software  market — RDBMS, 
application  development  tools,  document 
automation,  and  distributed  client/server 
enterprise  applications 

• Its  aggressive  and  effective  sales  and 
marketing 

• Its  leading  technology 

The  greatest  challenge  facing  Oracle  in  the 

coming  year  is  the  successful  integration  and 

implementation  of  the  Internet  into  its 

products  and  services. 
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Key  Points 

• Oracle  develops,  markets  and  supports 
software  products  for  database 
management,  computer-aided  software 
engineering  (CASE),  applications 
development,  decision  support,  network 
communications  and  document  automation. 

• Oracle  achieved  high  quarterly  revenues  at 
$483  million  for  the  fiscal  quarter  ending 
February  28,  1994,  up  30%  from  net  revenue 
of  $370  million  for  the  same  fiscal  quarter  in 


• In  March  1994,  Oracle  announced  the 
formation  of  Oracle  Corp.  Cooperative 
Applications  Initiative  (CAI),  with  a goal  to 
make  it  possible  for  users  to  access  business 
applications  while  working  in  the  suite  of 
Oracle  applications.  The  companies  that 
have  joined  this  alliance  will  work  with 
Oracle  to  build  a comprehensive  set  of  open 
implementation  services  for  CAI. 

• Oracle  has  moved  aggressively  into  the 
professional  services  market  and  has  hired 
significant  numbers  of  industry-oriented 
consultants  to  work  with  clients  in  building 
Oracle-based  customized  solutions. 

• Oracle  is  plunging  into  the  multimedia 
market  and  has  formed  strategic  alliances 
with  telephone  companies — ^Bell  Atlantic 
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Corporation  of  Philadelphia,  U.S.  West  Inc. 
and  British  Telecom  of  the  U.K.  among 
others,  in  order  to  send  interactive  services 
over  the  telephone  system. 

Company  Description 

Oracle,  founded  in  1977,  designs,  develops, 
markets  and  supports  software  products  for 
database  management,  network  products, 
applications  development  productivity  tools 
and  user  applications.  The  company's  core 
technology,  the  ORACLE®  relational 
database  management  system  (DBMS),  is  a 
SQL-based,  relational  database  management 
system  that  runs  on  a broad  range  of 
computers.  In  addition,  the  company  also 
offers  consulting,  education,  support  and 
systems  integration  services. 

Structure  and  Operations 

Oracle  was  founded  in  June  1977,  as 
Relational  Software  Inc.  In  January  1983,  the 
company  changed  its  name  to  Oracle 
Corporation  to  better  identify  with  its  well- 
known  ORACLE  RDBMS  product.  In  June 
1985,  Oracle  Systems  Corporation  was  formed 
as  the  parent  company  of  Oracle. 

Oracle  operates  in  one  industry  segment — the 
development  and  marketing  of  computer 
software  and  related  services.  Headquartered 
in  Redwood  Shores  (CA),  the  company 
markets  its  products  internationally  through 
distributors  and  subsidiaries. 

International  wholly-owned  subsidiaries 
market  and  support  Oracle  products  in 
Austria,  Australia,  Belgium/Luxembourg, 
Brazil,  Canada,  Denmark,  Finland,  France, 
Greece,  Hong  Kong,  Ireland,  Japan,  Malaysia, 
Mexico,  the  Middle  East,  the  Netherlands, 
New  Zealand,  Norway,  the  People's  Republic 


of  China,  Portugal,  Singapore,  Spain,  Sweden, 
Switzerland,  Turkey,  the  U.K.,  West  Africa 
and  West  Germany. 

International  distributors  are  in  Anguilla, 
Antigua,  Argentina,  Barbados,  Barbuda, 
Brazil,  Canada,  Chile,  Columbia,  Dominica, 
Equador,  Granada,  Guyana,  Guatemala, 

India,  Indonesia,  Italy,  Ivory  Coast,  Jamaica, 
Japan,  Monserrat,  Nevis,  Nigeria,  Norway, 
Pakistan,  the  Philippines,  Portugal,  South 
Korea,  St.  Kitts,  St.  Lucia,  St.  Vincent, 
Surinam,  Taiwan,  Thailand,  Trinidad, 
Uruguay,  Venezuela,  Yugoslavia  and 
Zimbabwe. 

Oracle's  product  offerings  include  the 
following  three  major  product  families: 

• Cooperative  Server  Technology 

• Cooperative  Development  Environment 

• Cooperative  Applications 

Oracle  is  currently  organized  into  the 
following  business  units  : 

• Desktop  Products  : PC,  OS/2,  Macintosh 

• UNIX 

• Minicomputer  Systems  : VMS,  HP 
MPE/XL,  Wang,  DG  AOS/ VS  and  Tandem 

• IBM  : MVS,  VM,  AS/400 

• CASE  ; CASE^Designer, 

CASE*Generator,  CASE ‘Dictionary, 

CASE  ‘Exchange 

• Tools:  SQL*Forms,  SQL‘Menu,  SQL‘Plus, 
SQL*ReportWriter,  Oracle  Graphics 


Page  2 of  12 


INPUT  1994  Reproduction  prohibited. 


Oracle  Corporation 
May  1994 


INPUT  Vendor  Profile 


^ • Systems  Technologies  : ORACLE?  DBMS, 

gateways  and  networking  products 

• Applications  : Financials,  Manufacturing, 
Human  Resources 

• Document  Automation  : Oracle  Mail  and 
decision  support  products 

• Oracle  Secure  Systems,  a part  of  the  Systems 
Technologies  group,  was  formed  in  April 
1989  to  lead  the  development  and  marketing 
of  high-security  relational  database 
management  systems  applications  to 
commercial  and  government  organizations 
worldwide.  Oracle  has  been  working  with 
the  National  Computer  Security  Center 
since  July  1988,  to  develop  database  security 
capabilities  that  will  be  incorporated  into 
ORACLE. 

Oracle's  subsidiary — Oracle  Complex  Systems 
Corporation  (OCSC),  formed  in  1988, 
provides  systems  integration  services.  The 
business  was  expanded  later  in  1988  with  the 
acquisition  of  Falcon  Systems,  Inc.  of 
Bethesda  (MD). 

Company  Strategy 

Oracle  operates  in  one  industry  segment—  the 
development  and  marketing  of  computer 
software  and  related  services.  The  company  is 
in  a unique  position  in  the  enterprise  software 
market,  as  it  has  the  right  technologies  (is 
delivering  products  in  all  the  key  segments — 
RDBMS,  application  development  tools, 
document  automation  and  distributed 
client/server  enterprise  applications),  as  well 
as  a management  team  that  is  broad  enough 
to  have  executives  focusing  on  driving  critical 
new  technologies. 


Market  Strategy 

Oracle's  strategy  is  to  have  no  competitor 
equal  in  the  database,  tools  and  applications 
segments  at  the  high-end  of  the  enterprise 
software  market  while  developing  partners 
that  have  no  equal  at  the  low-end.  Oracle  is 
expanding  its  distribution  as  it  metamorphoses 
from  a database  company  to  an  information 
technology  solutions  company.  It  is  promoting 
new  niches  for  database  use  in 
telecommunications  and  electronic  publishing. 
Oracle  has  moved  aggressively  into  the 
professional  services  market  by  leveraging  its 
products.  The  company  is  trying  to  position 
itself  in  the  consulting  and  services  world,  to 
maximize  its  role  as  a partner  to  its  customers. 

Product  Strategy 

Oracle  develops  new  products  internally  and 
through  joint  venture  partnerships.  Oracle's 
product  and  services  strategy  is  to  provide 
complete  enterprise  applications  solutions. 

The  company  is  positioning  itself  as  a provider 
of  multimedia  server  technology  with  multiple 
alliances  with  TV  & entertainment  firms, 
which  could  lead  to  a strategic  position  in  the 
information  superhighway  creation. 

Financials 

Total  fiscal  1993  revenue  reached  $1502.8 
million,  a 28%  increase  over  fiscal  1992 
revenue  of  $1178.5  million.  Net  income  rose 
60%,  from  $61.5  million  in  fiscal  1992  to  $98.3 
million  in  fiscal  1993.  A five-year  financial 
summary  can  be  found  on  the  following  page. 

Oracle's  revenue  growth  rate  was  28%,  15% 
and  12%  in  fiscal  1993,  1992,  and  1991 
respectively. 

• This  increase  can  be  attributed  to  the  fact 
that  the  Company's  customer  and  product 
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base  has  broadened  during  the  past  three 
years  as  the  company  increased  the  number 
of  computers  and  operating  systems  on 
which  its  relational  DBMS  operates  and 
introduced  additional  software  tools  and 
applications  products. 

• There  has  also  been  an  increase  in  market 
demand  for  database  and  tools  products. 
Overall,  operating  income  as  a percentage 
of  revenues  increased  to  14%  in  fiscal  1993, 


having  risen  to  10%  in  fiscal  1992  from  2% 
in  fiscal  1991. 


Research  and  development  expenditures  were 
approximately  $146.4  million  (9.7%  of 
revenue)  in  fiscal  1993,  compared  to  $110.6 
million  (9.4%  of  revenue)  in  fiscal  1992,  and 
$82.7  million  (8.0%  of  revenue)  in  fiscal  1991, 
after  capitalizing  software  development  costs. 


Oracle  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

5/93 

5/92 

5/91 

5/90 

5/89 

Revenue 

$1502.8 

$1178.5 

$1027.9 

$916.4 

$570.6 

• Percent  increase  from 

previous  year 

28% 

15% 

12% 

61% 

102% 

Income  (loss)  before  taxes 

$218.0 

$96.1 

$(13.2) 

$118.2 

$107.2 

• Percent  increase  from 

(a) 

previous  year 

127% 

114% 

- 

10% 

65% 

Net  income  (loss) 

$98.3 

$61.5 

$(12.4) 

$80.9 

$67.5 

• Percent  increase  from 

(b) 

previous  year 

60% 

120% 

- 

20% 

57% 

Earnings  (loss)  per  share 

$0.67 

$0.43 

$(0.09) 

$0.59 

$0.50 

• Percent  increase  from 

(b) 

previous  year 

56% 

121% 

- 

18% 

56% 

9 


(a)  Includes  charges  of  $8.9  million  related  to  the  consolidation  of  offices  and  provisions  against  revenue  for 
consulting  and  other  lost  contracts. 

(b)  Includes  the  cumulative  effect  from  a change  in  accounting  of  $5.2  million  (0.04  per  share). 


Interim  results:  Revenue  for  the  nine  months 
ending  February  28,  1994  reached  $1.33 
billion,  a 30%  increase  over  $1.03  billion  for 
the  same  period  in  1993. 

• Net  income  for  the  period  rose  483%,  from 
$29  million  in  fiscal  1993  to  $169  million, 
which  included  a $24  million  provision  for 


settlement  of  litigation  charge  in  the  third 
quarter  of  fiscal  1993. 


• Oracle's  license  sales,  led  by  continued 
strong  growth  in  Oracle7  product  demand, 
grew  by  25%  year-over-year  and  contributed 
to  the  strong  revenue  growth.  The  service 
revenues  also  expanded  by  36%. 
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Market  Financials 

Oracle's  products  are  targeted  to  clients  across 
industries  and  specific  vertical  groups, 
including  the  federal  government,  the  public 
sector,  computer-integrated  manufacturing, 
federal  systems  integrators,  pharmaceuticals, 
utilities,  higher  education, 
telecommunications  and  oil  and  gas. 


Revenue  Analysis  by  Product  Line 

Approximately  60%  of  Oracle's  fiscal  1993 
revenue  was  derived  from  licensing,  systems 
integration  and  other  revenues,  and  40%  from 
professional  services.  A three-year  summary 
of  source  of  revenue  follows: 


Oracle  Corporation 

Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Product/Service 

5/93 

5/92 

5/91 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Licenses 
• UNIX 

$556.1 

37% 

$410.9 

35% 

$310.2 

30% 

• Desktop 

105.3 

7% 

72.9 

6% 

47.7 

5% 

• Proprietary 

150.2 

10% 

178.9 

15% 

238.6 

23% 

• Other  * 

90.1 

6% 

44.4 

4% 

51.1 

5% 

Professional  services 
• Support 

285.5 

19% 

223.9 

19% 

154.2 

15% 

• Consulting  & Education 

315.6 

21% 

247.5 

21% 

226.1 

22% 

Total 

$1,502.8 

100% 

$1,178.5 

100% 

$1,027.9 

100% 

* Includes  systems  integration,  documentation  and  miscellaneous  other  revenues 


Between  1991  and  1993,  there  was  a 
continued  increase  in  the  percentage  of 
licenses  for  computers  utilizing  the  UNIX 
operating  system  and  desktop  operating 


systems.  License  revenues,  excluding  systems 
integration  and  other  revenues,  increased 
26%  and  9%  in  fiscal  1993  and  1992 
respectively. 
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Approximately  69%  ($556.1  million)  of  fiscal 
1993  license  revenue  was  derived  from 
software  used  on  computers  utilizing  the 
UNIX  operating  system,  14%  ($105.3  million) 
from  use  on  desktop  computers  and  17% 
($150.2  million)  from  use  on  computers 
utilizing  other  proprietary  operating  systems, 
including  IBM  mainframes,  DEC 
minicomputers  and  other  minicomputers. 

Approximately  19%  ($285.5  million)  of  fiscal 
1993  professional  services  revenue  was 
derived  from  support  services  and  21% 


($315.6  million)  from  consulting  and 
education  services. 

Geographic  Markets 

Approximately  37%  of  Oracle's  fiscal  1993 
revenue  was  derived  from  the  U.S.,  46%  from 
Europe  and  17%  from  other  intercontinental 
sources. 

A three-year  geographic  source  of  revenue 
summary  follows: 


Oracle  Corporation 

Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

5/93 

5/92 

5/91 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

• Oracle  USA 

$553.5 

37% 

$429.1 

36% 

$394.3 

38% 

• Oracle  Europe 

686.6 

46% 

568.8 

48% 

506.2 

49% 

• Oracle  Intercontinental 

262.7 

17% 

180.6 

15% 

127.4 

12% 

Total 

$1,502.8 

100% 

$1,178.5 

100% 

$1,027.9 

100% 

Domestic  revenues  increased  29%  and  9%  in 
fiscal  1993  and  1992,  respectively,  while 
international  revenues  increased  27%  and 
18%  in  fiscal  1993  and  1992,  respectively. 
International  revenues  were  negatively 
affected  in  fiscal  1993  and  1992  when 
compared  to  the  corresponding  prior  year 
periods  as  a result  of  the  strengthening  of  the 
U.S.  dollar  against  the  major  international 
currencies.  Revenues  from  international 
customers  were  approximately  63%,  64%  and 
62%  of  revenues  in  fiscal  1993,  1992  and  1991 
respectively. 


Employees 

As  of  May  31,  1993,  Oracle  had 
approximately  9,247  full-time  employees. 


segmented  as  follows: 

Sales  and  service 6,269 

Marketing 511 

Research  and  development 1,271 

General  and  administrative 1.196 


9,247 

• Of  these,  3,904  employees  were  located  in 
the  United  States  and  5,343  in 
approximately  40  other  countries. 

The  company  currently  has  11,265  employees. 
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Key  Products  and  Services 

Systems  Software 

Oracle's  principal  product  is  the  ORACLE 
relational  database  system.  ORACLE  allows 
users  to  define,  retrieve,  manipulate  and 
control  data  stored  on  multiple  computers 
using  the  industry  standard  SQL  language. 

Cooperative  Server  Technology 

• ORACLE?  permits  multiple  computers 
using  a common  operating  system  to  access 
a single  database  stored  on  shared  disk 
devices.  It  provides  advanced  capabilities 
for  centrally  defining  business  policies  and 
data  integrity  rules  within  a database  and  for 
automatic  enforcement  of  those  policies  and 
rules  by  the  DBMS. 

• Oracle  Office  is  a distributed  enterprise 
workgroup  computing  system  for 
client/server  environments. 

Low-end  Workgroup  Information 
Management  products  include; 

• Oracle  Workgroup  Server  is  an  affordable, 
easy-to-use  desktop  server  with  power  of 
ORACLE?. 

• OracleWare  is  a joint  development  with 
Novell  and  provides  the  database, 
networking  and  operating  system 
technologies  with  new  multiserver 
messaging  capabilities. 

• Oracle  Open  Gateways  are  gateways  to  non- 
ORACLE  databases  and  support  DB2, 
DEC'S  RDB  and  HP  Turbo  Image  among 
others. 

• SQL*Net®  is  a connectibility  tool  that 
makes  it  possible  for  an  ORACLE 

Oracle  Corporation 
May  1994 


application  on  one  machine  to  access  its 
local  database  and  simultaneously  access 
remote  databases  on  other  machines 
running  ORACLE  (as  well  as  other  non- 
ORACLE  databases)  anywhere  within  a 
communications  network. 

Oracle  currently  offers  the  following 

applications  development  tools  as  separate 

add-on  products  for  ORACLE  in  the 

Cooperative  Development  Environment : 

• Oracle  Forms™  allows  applications 
developers  to  design,  prototype  and 
customize  forms-based  applications  without 
programming. 

• Oracle  Reports™  allows  applications 
developers  to  create  highly  formatted 
reports  without  programming. 

• SQL* Plus®  allows  users  to  execute  SQL 
queries  interactively  and  from  a command 
file,  as  well  as  perform  functions  such  as 
data  administration  and  data  transfer. 

• Oracle  Graphics®  allows  users  to  generate 
high-resolution  pie,  line  or  bar  graphs  from 
data  stored  in  an  ORACLE  database. 

• Oracle  Data  Browser™  is  a graphical  data 
access  client  that  enables  non  programmers 
to  easily  locate,  query  and  display 
information  stored  in  networked,  distributed 
databases. 

• Oracle  Book™  is  an  intuitive  tool  with  a 
menu-driven  interface,  hypertext  links  and 
multimedia  capabilities,  for  viewing  online 
documents. 
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• Oracle  Data  Query™  is  designed  for  users 
to  run  ad  hoc  queries  without  any 
knowledge  of  SQL. 

• Oracle  Card©  is  a graphical  tool  that 
provides  the  power  of  client-server 
architecture  while  exploiting  graphical  user 
interfaces. 

• Oracle  Glue™  is  an  adaptable,  portable, 
integrated  application  programming 
interface  that  enables  users  to  use  any 
tools  with  any  data  on  any  server. 

• CASE  Method™  provides  a structure  for 
systems  designers  to  develop  and 
implement  systems. 

• Oracle  CASE  Dictionary™  supports  the 
CASE  Method  and  provides  utilities  to  help 
systems  designers  develop,  implement  and 
document  application  systems. 

• Oracle  CASE  Exchange™  provides  a 
mechanism  for  transferring  analysis 
specifications  held  in  different  tools  to  the 
CASE  Dictionary. 

• Oracle  CASE  Designer™  provides  a bit- 
mapped graphical  interface  to  CASE 
Dictionary. 

• Oracle  Forms  Generator™  allows 
applications  developers  to  generate  working 
SQL*Forms  applications  using  information 
in  CASE  Dictionary. 

Oracle  also  offers  the  Pro*  series  of  six  tools 

that  allows  a programmer  to  access  an 

ORACLE  database  using  SQL  from  programs 

written  in  traditional  programming  languages. 


• Pro*COBOL©,  Pro*C™,  Pro*Ada®, 
Pro*FORTRAN®,  Pro*PL/l®  and 
Pro* PASCAL®  provide  programmatic 
interfaces  to  the  indicated  languages. 

• The  Pro*  series  of  tools  is  available  on  most 
of  the  computers  and  operating  systems  on 
which  ORACLE  is  available. 

Applications  Software 

Oracle's  family  of  cooperative  applications 

software  include : 

• Oracle  Financials™ — ^a  family  of  accounting 
applications  software  products  designed  for 
centralized  and  decentralized  accounting 
departments  in  companies  of  any  size. 

- Oracle  Financials  products  include  Oracle 
General  Ledger^^,  Oracle  Payables™, 
Oracle  Assets™,  Oracle  Receivables™, 
Oracle  Revenue  Accounting™,  Oracle 
Personnel™,  Oracle  Order  Entry™, 

Oracle  Purchasing™,  Oracle  Inventory, 
Oracle  Sales  & Marketing  and  Oracle 
Commissions. 

• Oracle  Government  Financials — a family  of 
integrated  accounting  software  packages  for 
federal,  state  and  local  governments. 

- This  product  family  includes  Oracle 
Government  General  Ledger,  Oracle 
Government  Purchasing,  Oracle 
Government  Payables  and  Oracle 
Government  Receivables. 

• Oracle  Human  Resources  management 
systems  include  Oracle  Human  Resources 
and  Oracle  Payroll. 
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• Oracle  Core  Manufacturing — a full-function 
manufacturing  product  family  tightly 
integrated  with  Oracle  Financials. 

- Products  include  Oracle  Inventory,  Oracle 
Bill  of  Materials,  Oracle  Work  in  Process, 
Oracle  Master  Scheduling,  Oracle  MRP, 
Oracle  Order  Entry,  Oracle  Capacity, 
Oracle  Engineering™,  Oracle  Cost 
Management  and  Oracle  Purchasing™. 

- The  products  are  available  for  DEC 
VAX/VMS,  Data  General,  Hewlett- 
Packard,  Sequent  and  Pyramid  computers 
and  will  be  ported  to  Sun  and  other 
mainframe,  minicomputer,  workstation 
and  microcomputer  systems  on  which 
ORACLE  is  available. 

• Business  Productivity  Applications  include 
Oracle  Alert©,  Oracle  Application  Object 
Library™  and  Oracle  Business  Manager™ 

Oracle  has  plunged  into  the  multimedia  server 

marketplace.  The  Oracle  Media  Software  for 

interactive  services  consists  of : 

• The  Oracle  Media  Server™ — ^an  extension 
of  the  database,  messaging  and  transaction 
processing  software  to  new  interactive 
consumer  applications 

• Oracle  Media  Objects™ — ^an  authoring  tool 
that  enables  the  rapid  creation  of  consumer 
oriented  interactive  services  and  CD  ROMs 

• Oracle  Media  Net™ — hides  the  complexity 
of  various  networks  (phone  lines,  satellite 
broadcasts  and  cable  connections)  and 
communicates  with  "smart  TVs"  to  deliver 
information  to  homes 


Systems  Integration/Consulting/T raining 

The  company's  subsidiary,  Oracle  Complex 
Systems  Corporation  (OCSC),  offers  systems 
integration  services  to  commercial  and 
government  clients.  As  a systems  integrator, 
OCSC  has  full  responsibility  for  the 
integration  of  software,  hardware,  networks, 
facilities  and  services.  OCSC  delivers 
complete  information  systems  by  combining 
the  ORACLE  relational  DBMS  and  other 
Oracle  products  with  various  non-Oracle 
product  and  service  offerings.  Oracle's  newly 
formed  Emerging  Technologies  Consulting 
Group  offers  systems  integration  expertise  to 
provide  services  in  systems  and  applications 
development,  content  management  and 
marketing  support  systems. 

Consulting  services  include  strategic  systems 
planning,  systems  management,  systems 
architecture  development,  customized 
applications  development  and  in-house 
technology  integration  support.  Consulting 
projects  range  from  ad  hoc  consultations 
billed  by  the  hour  to  fixed-price  custom 
development  projects  in  excess  of  $1  million. 
The  company  provides  optional  renewals  of 
support  for  a fee  ranging  from  approximately 
15%  to  35%  of  the  price  of  the  applicable 
license. 

Oracle  provides  education  and  training 
courses  through  education  centers  at  most  of 
its  major  offices.  The  company  also  offers  on- 
site training  to  customers  who  request  it. 
Training  and  education  courses  range  from 
hourly  fixed-price  classes  to  custom  seminars. 
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Marketing  and  Sales 

In  the  U.S.,  Oracle  markets  its  products  and 
services  through  its  own  direct  sales  and 
service  organization,  Oracle  USA,  which 
consists  of  2,143  sales  and  service  employees, 
and  some  indirect  channels.  Sales  offices  are 
based  in  the  company's  headquarters  in 
Redwood  City  (CA)  and  in  field  offices  in 
approximately  25  U.S.  metropolitan  areas. 

Oracle  markets  its  products  internationally 
through  distributors  and  50  subsidiaries,  with 
the  principal  subsidiaries  in  continental 
Europe,  the  U.K.,  Canada,  Australia,  Asia,  the 
Middle  East  and  Latin  America. 

• International  sales  and  service  groups 
consist  of  4,126  employees. 

• Oracle  also  markets  its  products  through 
approximately  30  independent  distributors 
in  international  territories  not  covered  by  its 
subsidiaries'  direct  sales  organizations. 

The  company  also  markets  its  products 
through  original  equipment  manufacturers 
(OEMs),  value-added  relicensors  (VARs), 
preferred  systems  integrators  (PSIs)  and 
independent  software  vendors  (ISVs)  that 
combine  Oracle's  relational  DBMS  with 
computer  hardware  or  software  applications 
packages  for  redistribution. 

There  is  significant  competition  in  the  DBMS 
marketplace,  hence,  technical  support  is  a 
critical  element  in  Oracle's  sales  process. 

Sales  representatives  are  typically  teamed 
with  technical  support  specialists  who  can 
answer  technical  questions. 


Alliances 

The  following  is  a list  of  partnerships  that 
Oracle  has  formed  during  the  past  two  years: 

In  March  1994,  Oracle  announced  the 
formation  of  Oracle  Corp.  Cooperative 
Applications  Initiative  (CAI),  with  a goal  to 
make  it  possible  for  users  to  access  business 
applications  while  working  in  the  suite  of 
Oracle  applications. 

• Third-party  vendors  will  work  with  Oracle's 
Design  and  Migration  Services  organization 
to  integrate  their  products  with  Oracle 
applications  under  the  agreement,  so  users 
can  have  access  to  those  applications 
targeted  to  specific  needs. 

• CAI  members  include — 170  Systems, 
American  Business  Computer,  American 
International  Facsimile  Products,  Aurum 
Software  Inc.,  Business  Objects  Inc.,  Clarify 
Inc.,  Datalogix  International,  EDI  Solutions 
Inc.,  HSB  Reliability  Technologies,  i2 
Technologies,  Industri-Matematik,  Intermec 
Corporation,  Mantix  Inc.,  Manugistics  Inc., 
Pillar  Corporation,  Recognition 
international  Inc.,  Sherpa  Corporation, 
Sterling  Software,  The  System  Works  Inc., 
Trilogy  Development  Group  and  Virtex. 

The  Cooperative  Services  Initiative  (CSI) 
program  teams  Oracle  with  Big  6 consultants, 
systems  integrators,  hardware  vendors  and 
system  management  tools  suppliers  to  build 
the  most  comprehensive  set  of  open 
implementation  services  for  Oracle 
Cooperative  Applications.  CSI  members 
include — ^Andersen  Consulting,  AT&T  Global 
Information  Solutions,  Computer  Sciences 
Corporation,  Compaq  Computer  Corporation, 
Coopers  & Lybrand,  Data  General,  DEC, 
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DRT  Systems  International,  Hewlett-Packard, 
International  Business  Machines,  Price 
Waterhouse,  Pyramid  Technology,  Sequent 
Computer  Systems,  Inc.,  SHL  Systemhouse, 
Solbourne  Computer,  Inc.,  Sun  Microsystems 
and  Unisys. 

In  January  1994,  Oracle  formed  an  alliance 
with  Capital  Cities/ABC  Inc.  to  create 
interactive  products  for  the  information 
superhighway.  CapCities/ABC  is  planning  a 
multimedia  new-on-demand  service.  Besides 
the  TV  network,  the  company  has  eight  TV 
and  eighteen  radio  stations,  eight  radio 
networks,  and  daily  and  weekly  newspapers  as 
well  as  trade  journals. 

In  January  1994,  Oracle  formed  a strategic 
alliance  with  The  Washington  Post  Co.  in  an 
effort  to  jointly  create  interactive  products  for 
the  information  superhighway. 

• The  Washington  Post  plans  to  explore  new 
forms  of  interactive  electronic  publications 
and  advertising. 

• Oracle's  Media  Server  will  be  the  platform 
that  delivers  these  projects.  The  company 
has  software  to  run  massively  parallel 
processing  (MPP)  computers  that  function 
as  the  servers  to  supply  thousands  of 
simultaneous  streams  of  video,  audio  and 
data  for  mass-market  interactive  services. 

In  January  1994,  Oracle  announced  a strategic 
alliance  with  Bell  Atlantic  Corporation.  The 
two  companies  plan  to  send  movies  as  well  as 
interactive  services  over  the  telephone  system, 
using  the  Bellcore  technology  known  as 
asymmetric  digital  subscriber  line,  and  send  a 
data  stream  of  1.5  million  bits — ^about  40 


columns  of  newspaper  text  a second — over  a 
standard  phone  line. 

In  January  1994,  Oracle  and  General  Magic, 
Inc.  announced  the  signing  of  a cooperative 
development  agreement  to  participate  in  joint 
development  and  marketing  activities  aimed 
at  delivering  broad  information  access  from 
an  intuitive  user  interface.  Under  this 
agreement,  Oracle  and  General  Magic  are 
integrating  the  Magic  Cap  platform  with  the 
Oracle  Media  Server. 

In  1994,  Oracle  and  U.S.  West  Inc.  agreed  to 
develop  a port  of  Oracle?  Parallel  Server 
database  that  will  support  Pyramid  boxes 
sharing  the  same  database.  The  agreement 
includes  a joint  effort  to  provide  video-on- 
demand  services. 

In  June  1993,  Novell,  Inc.  and  Oracle 
announced  a strategic  agreement  that 
combined  their  technology,  distribution  and 
service  offerings  to  deliver  a line  of  scaleable 
enterprise  network  computing  solutions.  At 
the  heart  of  this  agreement  was  a new  product 
family  called  the  OracleWare  System,  a 
combination  of  the  companies'  industry 
leading  products  and  new  multiserver 
messaging  technology. 

In  October  1992,  SAS  Institute  Inc.  and 
Oracle  signed  a multiplatform  marketing  and 
development  agreement  to  provide  Oracle 
customers  with  the  SAS  System's  data  access, 
management,  analysis  and  presentation 
capabilities.  The  agreement  also  includes 
joint  marketing  activities  designed  to  promote 
the  interface  products,  including  cooperative 
sales  activities,  development  and  distribution 
of  joint  promotional  material  and  other 
cooperative  marketing  efforts. 
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In  August  1992,  NCR  signed  a multimillion 
dollar  contract  with  Oracle  to  standardize 
Oracle's  manufacturing  and  financial 
management  software  to  run  on  the  NCR 
System  3000  product  line.  The  agreement 
also  outlined  joint  development  efforts 
between  Oracle  and  NCR  to  accelerate  open 
manufacturing  technology  in  the  Oracle 
Applications™  products. 

Clients 

Oracle  products  are  used  in  a number  of 
industries  such  as  financial  services, 
telecommunications,  defense,  manufacturing, 
energy,  government,  healthcare  and  retail. 

Oracle's  client  list  includes  : The  Toronto 
Stock  Exchange,  Churchill  Insurance,  Wells 
Fargo  Bank,  AT&T,  Northern  Telecom, 
Nippon  Telegraph  & Telephone,  United 
States  Air  Force  Materiel  Command, 
Computer  Sciences  Corporation,  Allied 
Signal,  BASF,  Ford,  Asea  Brown  Boveri, 
Brown  & Root,  Tennessee  Valley  Authority, 
Ministry  of  Finance-the  Netherlands,  French 
Ministry  of  Economy,  Finance  and  Budget, 
the  U.S.  Environmental  Protection  Agency, 
Boston  Children's  Hospital,  New  South  Wales 
Health  Department,  Hoechst,  GERS  Retail 
Systems,  7-Eleven  Japan  Company  Ltd.  and 
IKEA. 

Competition 

Oracle  competes  with  different  companies  in 
the  various  markets  it  addresses: 

• Principal  competitors  in  the  client/server 
database  marketplace  include  Informbc 
Corporation,  Sybase  Inc.,  IBM  and  Ingress 
Corporation,  a subsidiary  of  ASK  Computer 
Systems,  Inc. 


• Competitors  in  the  applications  market 
include  SAP  America  and  Dun  & Bradstreet 
Software  Services. 

• In  the  tools  market,  Oracle  competes  with 
KnowledgeWare  and  PowerSoft. 

INPUT  Assessment 

Oracle's  major  strengths  include  : 

• A large  and  well  established  company 

• Aggressive  and  effective  sales  and  marketing 

• Leading  technology 

Oracle  is  currently  the  number  one  RDBMS 
vendor,  with  fiscal  1993  revenue  of  $1503 
million. 

Oracle  is  in  a leadership  position  in 
symmetrical  processing  and  parallel 
processing  markets. 

Oracle  is  taking  position  as  provider  of 
"multimedia  server",  with  multiple  alliances 
with  TV  and  entertainment  firms.  This  is  a 
strategic  position  in  information  superhighway 
creation. 

Oracle  has  a good  public  relations  machine 
that  is  paving  the  way  into  the  multimedia 
server.  Massively  Parallel  Processing  (MPP) 
worlds. 
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Chairman:  James  A.  Abrahamson 

President  & CEO:  Lawrence  J.  Ellison 
Corporate  Headquarters 
500  Oracie  Parkway 
Redwood  Shores,  CA  94065 
^ Phone:  (415)506-7000 

Fax:  (415)506-7200 


Status:  Public 

Parent;  Oracle  Systems  Corporation 

Employees:  11,265(4/94) 

Revenue:  $1,502,800,000 

Fiscal  Year  End:  5/31/93 


Key  Points 

• Oracle  develops,  markets  and  supports 
software  products  for  database 
management,  computer-aided  software 
engineering  (CASE),  applications 
development,  decision  support,  network 
communications  and  office  automation. 

• Oracle  achieved  high  quarterly  revenues 
at  $483  million  for  the  fiscal  quarter 
ended  February  28,  1994,  up  30%  from 


net  revenue  of  $370  miUion  for  the  same 
fiscal  quarter  in  1993. 

• In  March  1994,  Oracle  announced  the 
formation  of  Oracle  Corp.  Cooperative 
Applications  Initiative  (CAI),  that  will 
aim  to  make  it  possible  for  users  to 
seamlessly  access  business  apphcations 
while  working  in  the  suite  of  Oracle 
apphcations.  The  companies  that  have 
joined  this  allhance  wiU  work  with 
Oracle  to  build  a comprehensive  set  of 
open  implementation  services  for  CAI. 

• Oracle  has  moved  aggi’essively  into  the 
professional  services  market,  and  has 
hired  significant  numbers  of  industry- 
oriented  consultants  to  work  with  chents 
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in  building  Oracle-based  customized 
solutions. 

• Oracle  is  plunging  into  the  multimedia 
market  and  has  formed  strategic 
alliances  with  telephone  companies — 
Bell  Atlantic  Corporation  of 
Philadelphia,  U.S.  West  Inc.,  and  BT  of 
the  U.K.,  in  order  to  send  interactive 
services  over  the  telephone  system. 

Company  Description 

Oracle,  founded  in  1977,  designs, 
develops,  markets  and  supports  software 
products  for  database  management, 
network  products,  apphcations 
development  productivity  tools  and  user 
apphcations.  The  company's  core 
technology,  the  ORACLE®  relational 
database  management  system  (DBMS),  is 
a SQL-based,  relational  database 
management  system  that  runs  on  a broad 
range  of  computers  In  addition,  the 
company  also  offers  consulting,  education, 
support  and  systems  integration  services. 

Structure  and  Operations 

Oracle  was  founded  in  June  1977,  as 
Relational  Software  Inc.  In  January  1983, 
the  company  changed  its  name  to  Oracle 
Corporation  to  better  identify  with  its 
weU-known  ORACLE  RDBMS  product.  In 
June  1985,  Oracle  Systems  Corporation 
was  formed  as  the  parent  company  of 
Oracle. 

Oracle  operates  in  one  industry  segment — 
the  development  and  marketing  of 
computer  software  and  related  services. 
Headquartered  in  Redwood  Shores  (CA), 
the  company  markets  its  products 


internationaUy  through  distributors  and 
through  its  subsidiaries. 

International  wholly-owned  subsidiaries 
market  and  support  Oracle  products  in 
Austria,  Austraha,  Belgium/Luxembourg, 
Brazil,  Canada,  Denmark,  Finland, 
France,  Greece,  Hong  Kong,  Ireland, 
Japan,  Malaysia,  Mexico,  the  Middle  East, 
the  Netherlands,  New  Zealand,  Norway, 
the  People's  Repubhc  of  China,  Portugal, 
Singapore,  Spain,  Sweden,  Switzerland, 
Turkey,  the  U.K.,  West  Africa  and  West 
Germany. 

International  distributors  are  in  Anguilla, 
Antigua,  Ai'gentina,  Barbados,  Barbuda, 
Brazil,  Canada,  Chile,  Columbia, 
Dominica,  Equador,  Granada,  Guyana, 
Guatemala,  India,  Indonesia,  Italy,  Ivory 
Coast,  Jamaica,  Japan,  Monserrat,  Nevis, 
Nigeria,  Norway,  Pakistan,  the 
Phihppines,  Portugal,  South  Korea,  St. 
Kitts,  St.  Lucia,  St.  Vincent,  Surinam, 
Taiwan,  Thailand,  Trinidad,  Uruguay, 
Venezuela,  Yugoslavia  and  Zimbabwe. 

Oracle's  product  offerings  include  the 
following  three  major  product  families; 

• Cooperative  Server  Technology 

• Cooperative  Development  Environment 

• Cooperative  Applications 

Oracle  is  currently  organized  into  the 
following  business  units  : 

• Desktop  Products  : PC,  OS/2,  Macintosh 

• UNIX 
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• Minicomputer  Systems  : VMS,  HP 
MPE/XL,  Wang,  DG  AOSA^S  and 
Tandem 

• IBM  : MVS,  VM,  AS/400 

• CASE  : CASE*Designer, 
CASE*Generator,  CASE*Dictionary, 
CASE  *Exchange 

• Tools  & Multimedia  : SQL*Forms, 
SQL*Menu,  SQL*Plus, 
SQL*ReportWriter,  Oracle  Graphics. 

• RDBMS 

• Applications  ; Financials, 
Manufacturing,  Human  Resources 

• New  Technologies  : Oracle  Card 

• Office  Automation  : Oracle  Mail  and 
decision  support  products 

• The  Network  Products  Division,  formed 
in  September  1989,  was  estabhshed  to 
enhance  Oracle's  SQL*Net  connectivity 
tool;  to  extend  Oracle's  leadership  in 
distributed  database  technology;  to 
develop  new  software  tools  that  simplify 
customer  development  of  apphcations 
for  networks;  and  develop  products 
and  services  that  will  enable  customers 
to  operate,  administer  and  maintain 
their  distributed,  heterogeneous 
information  systems. 

• Oracle  Secure  Systems  was  formed  in 
April  1989  to  lead  the  development  and 
marketing  of  high-security  relational 
database  management  systems 
apphcations  to  commercial  and 
government  organizations  worldwide. 
Oracle  has  been  working  with  the 


National  Computer  Security  Center 
since  July  1988,  to  develop  database 
security  capabihties  that  will  be 
incorporated  into  ORACLE. 

Oracle  also  has  two  subsidiaries  as 
follows: 

• Oracle  Data  Pubhshing,  formed  in 
November  1989,  is  a subsidiary  whose 
charter  is  to  provide  customer  access  to 
a variety  of  computer-based  information 
services.  It  will  acquire  and  sell,  in 
electronic  format,  a range  of  data  and 
information  that  many  Oracle  customers 
already  use  in  print  form. 

• Oracle  Complex  Systems  Corporation 
(OCSC),  formed  in  1988,  provides 
systems  integration  services.  The 
business  was  expanded  later  in  1988 
with  the  acquisitions  of  Falcon  Systems, 
Inc.  of  Bethesda  (MD). 

Company  Strategy 

Oracle  operates  in  one  industry  segment — 
the  development  and  marketing  of 
computer  software  and  related  services. 
The  company  is  in  a unique  position  in  the 
enterprise  software  market,  as  it  has  the 
right  technologies  (is  dehvering  products 
in  all  the  key  segments  i.e.  RDBMS, 
application  development  tools,  document 
automation  and  distributed  chent/server 
enterprise  apphcations),  as  well  as  a 
management  team  that  is  broad  enough  to 
have  executives  focusing  on  driving 
critical  new  technologies. 

Market  Strategy 

Oracle's  strategy  is  to  have  no  competitor 
equal  in  the  database,  tools  and 
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applications  segments  at  the  high-end  of 
the  enterprise  software  market  while 
developing  partners  that  have  no  equal  at 
the  low-end.  Oracle  is  expanding  its 
distribution  as  it  metamoi-phoses  from  a 
database  company  to  an  information 
technology  solutions  company.  It  is 
promoting  new  niches  for  data  base  use  in 
telecommunications  and  electronic 
publishing.  Oracle  has  moved 
aggressively  into  the  professional  services 
market  by  leveraging  its  products.  The 
company  is  tr}dng  to  position  itself  in  the 
consulting  and  services  world,  to 
maximize  its  role  as  a partner  to  its 
customers. 

Product  Strategy 

Oracle  develops  new  products  internally 
and  through  joint  venture  partnerships. 
Oracle's  product  and  services  strategy  is  to 
provide  complete  enterprise  applications 
solutions.  The  company  is  positioning 
itself  as  a provider  of  multimedia  seiver 
technology,  with  multiple  alhances  with 
TV  & entertainment  firms,  which  could 
lead  to  a strategic  position  in  the 
information  superhighway  creation. 

Financials 

Total  fiscal  1993  revenue  reached  $1502.8 
milfion,  a 28%  increase  over  fiscal  1992 
revenue  of  $1178.5  million.  Net  income 
rose  60%,  from  $61.5  million  in  fiscal  1992 


to  $98.3  million  in  fiscal  1993.  A five-year 
financial  summary  can  be  found  on  the 
following  page. 

Oracle's  revenue  gi'owth  rate  was  28%, 
15%  and  12%  in  fiscal  1993,  1992,  and 
1991  respectively. 

• This  increase  can  be  attributed  to  the 
fact  that  the  Company's  customer  and 
product  base  has  broadened  during  the 
past  three  years  as  the  company 
increased  the  number  of  computers  and 
operating  systems  on  which  its 
relational  DBMS  operates  and 
introduced  additional  software  tools  and 
applications  products. 

• There  has  also  been  an  overall  increase 
in  market  demand  for  database  and  tools 
products.  Overall,  operating  income  as  a 
percentage  of  revenues  increased  to  14% 
in  fiscal  1993,  having  risen  to  10%  in 
fiscal  1992  from  2%  in  fiscal  1991. 

Research  and  development  expenditures 
were  approximately  $146.4  million  (9.7% 
of  revenue)  in  fiscal  1993,  compared  to 
$110.6  million  (9.4%  of  revenue)  in  fiscal 
1992,  and  $82.7  million  (8.0%  of  revenue) 
in  fiscal  1991,  after  capitalizing  software 
development  costs. 
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Oracle  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

5/93 

5/92 

5/91 

5/90 

5/89 

Revenue 

• Percent  increase  from 

$1502.8 

$1178.5 

$1027.9 

$916.4 

$570.6 

previous  year 

28% 

15% 

12% 

61% 

102% 

Income  (loss)  before  taxes 
• Percent  increase  from 

$218.0 

$96.1 

$(13.2) 

(a) 

$118.2 

$107.2 

previous  year 

127% 

114% 

10% 

65% 

Net  income  (loss) 

• Percent  increase  from 

$98.3 

$61.5 

$(12.4) 

$80.9 

$67.5 

(b) 

previous  year 

60% 

120% 

- 

20% 

57% 

Earnings  (loss)  per  share 
• Percent  increase  from 

$0.67 

$0.43 

$(0.09) 

$0.59 

$0.50 

(b) 

previous  year 

56% 

121% 

- 

18% 

56% 

(a)  Includes  charges  of  $8.9  million  related  to  the  consolidation  of  offices  and  provisions  against  revenue  for 


consulting  and  other  lost  contracts. 


(b)  Includes  the  cumulative  effect  from  a change  in  accounting  of  $5.2  million  (0.04  per  share). 


Interim  results:  Revenue  for  the  nine 
months  ending  February  28,  1994  reached 
$1.33  billion,  a 30%  increase  over  $1.03 
billion  for  the  same  period  in  1993. 

• Net  income  for  the  period  rose  483%, 
from  $29  million  in  fiscal  1993  to  $169 
million,  which  included  a $24  million 
provision  for  settlement  of  litigation 
charge  in  the  third  quarter  of  fiscal 
1993. 

• Oracle's  hcense  sales,  led  by  continued 
strong  gi’owth  in  Oracle?  product 
demand,  grew  by  25%  year-over-year 
and  contributed  to  the  strong  revenue 
growth.  The  service  revenues  also 
expanded  by  36%. 


Market  Financials 

Oracle's  products  are  targeted  to  clients 
across  industries  and  specific  vertical 
groups,  including  the  federal  government, 
the  public  sector,  computer-integrated 
manufacturing,  federal  systems 
integrators,  pharmaceuticals,  utihties, 
higher  education,  telecommunications  and 
oil  and  gas. 

Revenue  Analysis  by  Product  Line 

Approximately  60%  of  Oracle's  fiscal  1993 
revenue  was  derived  from  hcensing, 
systems  integration  and  other  revenues, 
and  40%  from  professional  services.  A 
three-year  summary  of  source  of  revenue 
can  be  found  on  the  following  page. 
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Oracle  Corporation 

Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

5/93 

5/92 

5/91 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Licenses 
• UNIX 

$556.1 

37% 

$410.9 

35% 

$310.2 

30% 

• Desktop 

105.3 

7% 

72.9 

6% 

47.7 

5% 

• Proprietary 

150.2 

10% 

178.9 

15% 

238.6 

23% 

• Other  * 

90.1 

6% 

44.4 

4% 

51.1 

5% 

Professional  services 
• Support 

285.5 

19% 

223.9 

19% 

154.2 

15% 

• Consulting  & Education 

315.6 

21% 

247.5 

21% 

226.1 

22% 

Total 

$1,502.8 

100% 

$1,178.5 

100% 

$1,027.9 

100% 

* Includes  systems  Integration,  documentation  and  miscellaneous  other  revenues 


Between  1991  and  1993,  there  was  a 
continued  increase  in  the  percentage  of 
licenses  for  computers  utihzing  the  UNIX 
operating  system  and  desktop  operating 
systems.  License  revenues,  excluding 
systems  integration  and  other  revenues, 
increased  26%  and  9%  in  fiscal  1993  and 
1992  respectively. 

Approximately  69%  ($556.1  million)  of 
fiscal  1993  license  revenue  was  derived 
from  software  used  on  computers  utihzing 
the  UNIX  operating  system,  14%  ($105.3 
milhon)  from  use  on  desktop  computers 
and  17%  ($150.2  milhon)  from  use  on 
computers  utihzing  other  proprietary 
operating  systems,  including  IBM 
mainframes,  DEC  minicomputers  and 
other  minicomputers. 

Approximately  19%  ($285.5  milhon)  of 
fiscal  1993  professional  services  revenue 


was  deiived  from  support  services  and 
21%  ($315.6  milhon)  from  consulting  and 
education  services. 

Geographic  Markets 

Approximately  37%  of  Oracle's  fiscal  1993 
revenue  was  derived  from  the  U.S.,  46% 
from  Europe  and  17%  from  other 
intercontinental  sources. 

A three-year  geogi*aphic  source  of  revenue 
summary  can  be  found  on  the  following 
page. 
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Oracle  Corporation 

Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

5/93 

5/92 

5/91 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

• Oracle  USA 

$553.5 

37% 

$429.1 

36% 

$394.3 

38% 

• Oracle  Europe 

686.6 

46% 

568.8 

48% 

506.2 

49% 

• Oracle  Intercontinental 

262.7 

17% 

180.6 

15% 

127.4 

12% 

Total 

$1,502.8 

100% 

$1,178.5 

100% 

$1,027.9 

100% 

Domestic  revenues  increased  29%  and  9% 
in  fiscal  1993  and  1992,  respectively, 
while  international  revenues  increased 
27%  and  18%  in  fiscal  1993  and  1992, 
respectively.  International  revenues  were 
negatively  affected  in  fiscal  1993  and  1992 
when  compared  to  the  corresponding  prior 
year  periods  as  a result  of  the 
strengthening  of  the  U.S.  dollar  against 
the  major  international  currencies. 
Revenues  from  international  customers 
were  approximately  63%,  64%  and  62%  of 
revenues  in  fiscal  1993,  1992  and  1991 
respectively. 

Employees 

As  of  May  31,  1993,  Oracle  had 
approximately  9,247  full-time 
employees,  segmented  as  follows: 


Sales  and  service 6,269 

Marketing 511 

Research  and  development 1,271 

General  and  administrative 1.196 


9,247 


• Of  these,  3,904  employees  were  located 
in  the  United  States  and  5,343  in 
approximately  40  other  countiies. 

The  company  currently  has  11,265 
employees. 

Key  Products  and  Services 

Systems  Software 

Oracle's  principal  product  is  the  ORACLE 
relational  database  system.  ORACLE 
allows  users  to  define,  retrieve, 
manipulate  and  control  data  stored  on 
multiple  computers  using  the  industry 
standard  SQL  language. 

• ORACLE  Version  5.1,  introduced  in 
1986  , supports  queries  (retrieval)  of 
data  from  a distributed  database. 

• ORACLE7  permits  multiple  computers 
using  a common  operating  system  to 
access  a single  database  stored  on 
shared  disk  devices.  It  provides 
advanced  capabilities  for  centrally 
defining  business  policies  and  data 
integrity  rules  within  a database  and 
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for  automatic  enforcement  of  those 
policies  and  rules  by  the  DBMS. 

• SQL*Connect  is  a gateway  to  non- 
ORACLE  databases  and  supports  IBM's 
DB2  and  SQL/DS,  DEC'S  RMS  and  HP 
Turbo  Image. 

• SQL*Net®  is  a connectibibty  tool  that 
makes  it  possible  for  an  ORACLE 
appbcation  on  one  machine  to  access  its 
local  database  and  simultaneously 
access  remote  databases  on  other 
machines  running  ORACLE  (as  well  as 
other  non-ORACLE  databases) 
anywhere  within  a communications 
network. 

Oracle  currently  offers  the  following 

applications  development  tools  as  separate 

add-on  products  for  ORACLE  in  the 

Cooperative  Development  Environment : 

• SQL*Forms®  allows  apphcations 
developers  to  design,  protot3T)e  and 
customize  forms-based  applications 
without  progi’amming. 

• SQL*ReportWriter™  allows  apphcations 
developers  to  create  highly  formatted 
reports  without  programming. 

• SQL*Menu®  allows  applications 
designers  to  build  a dynamic  menu 
interface  to  ORACLE  and  non-ORACLE 
products  and  apphcations. 

• SQL*Plus®  ahows  users  to  execute  SQL 
queries  interactively  and  from  a 
command  file,  as  weU  as  perform 
functions  such  as  data  administration 
and  data  transfer. 


• Oracle  Graphics®  ahows  users  to 
generate  high-resolution  pie,  hne  or  bar 
graphs  from  data  stored  in  an  ORACLE 
database. 

• Oracle  Browser™  is  a graphical  data 
access  chent  that  enables  non- 
programmers to  easily  locate,  query  and 
display  information  stored  in  networked, 
distributed  databases. 

• Oracle  Book™  is  an  intuitive  tool,  with  a 
menu-driven  interface,  hypertext  hnks 
and  multimedia  capabilities,  for  viewing 
onhne  documents. 

• Oracle  Data  Query™  is  designed  for  ' 
users  to  run  ad  hoc  queries  without  any 
knowledge  of  SQL. 

• Oracle  Card®  is  a graphical  tool  that 
provides  the  power  of  client-server 
architecture  while  exploiting  graphical 
user  interfaces. 

• Oracle  Glue™  is  an  adaptable,  portable, 
integrated  apphcation  programming 
interface  that  enables  users  to  use  any 
tools  with  any  data  on  any  server 

• CASE*Method™  provides  a structure  for 
systems  designers  to  develop  and 
implement  systems. 

• CASE*Dictionary™  supports  the 
CASE*Method  and  provides  utihties  to 
help  systems  designers  develop, 
implement  and  document  apphcation 
systems. 

• CASE*Exchange™  provides  a 
mechanism  for  taking  analysis 
specifications  held  in  different  tools  and 
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transferring  them  into  the 
CASE*Dictionary. 

• CASE*Designer™  provides  a bit-mapped 
graphical  interface  to  CASE*Dictionary. 

• CASE*Generator™  allows  apphcations 
developers  to  generate  working 
SQL*Forms  applications  using 
information  in  CASE*Dictionary. 

Oracle  offers  the  following  decision 
support  products  for  use  with  ORACLE  : 

• SQL*QMX™  is  an  ad  hoc  query  and  fiU- 
in-the-blank  reporting  tool  for  users. 

• SQL*Calc©  provides  a spreadsheet 
interface  to  ORACLE  and  allows  users 
to  access  and  modify  the  database  from 
within  a SQL*Calc  spreadsheet. 

• Easy*SQL®  gives  casual  and  novice 
users  a simple  interface  to  build  and  use 
ORACLE  databases  without  having  to 
learn  SQL  command  syntax. 

• The  ORACLE  data  base  add-in  for  Lotus 
1-2-3  allows  Lotus  1-2-3  users  to  access 
and  manipulate  ORACLE  data  from 
within  a 1-2-3  spreadsheet.  This  product 
is  available  on  VMS,  MS-DOS  and  Sun 
OS. 

Oracle  also  offers  the  Pro*  series  of  six 
tools  that  aRows  a programmer  to  access 
an  ORACLE  database  using  SQL  from 
programs  written  in  traditional 
programming  languages. 

• Pro*COBOL®,  Pro*C™,  Pro*Ada®, 
Pro*FORTRAN®,  Pro*PL/l®  and 
Pro*PASCAL®  provide  programmatic 
interfaces  to  the  indicated  languages. 


• The  Pro*  series  of  tools  is  available  on 
most  of  the  computers  and  operating 
systems  on  which  ORACLE  is  available. 

Applications  Software 

Oracle's  office  automation  apphcations 
software  products,  avahable  with 
ORACLE,  include  SQL*Calc,  the  ORACLE 
database  add-in  for  Lotus  1-2-3  and 
Oracle*Mah™. 

Oracle's  famhy  of  applications  software 
include  ; 

• Oracle  Financials™,  introduced  in  1988, 
is  a famhy  of  accounting  apphcations 
software  products  designed  for 
centrahzed  and  decentralized 
accounting  departments  in  companies  of 
any  size. 

- Oracle  Financials  products  include 
Oracle  General  Ledger™,  Oracle 
Payables™,  Oracle  Assets™,  Oracle 
Receivables™,  Oracle  Revenue 
Accounting™,  Oracle  Personnel™, 
Oracle  Order  Entry™  and  Oracle 
Purchasing™. 

• Oracle  Government  Financials, 
introduced  in  September  1989,  is  a 
family  of  integi’ated  accounting  software 
packages  for  federal,  state  and  local 
governments. 

- This  product  family  includes  Oracle 
Government  General  Ledger,  Oracle 
Government  Purchasing,  Oracle 
Government  Payables,  Oracle 
Government  Revenue  Accounting  and 
Oracle  Government  Receivables. 
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• Oracle  Core  Manufacturing,  introduced 
in  October  1989,  is  a fuU-function 
manufacturing  product  family  tightly 
integrated  with  Oracle  Financials. 

Products  include  Oracle  Inventory, 
Oracle  Bill  of  materials,  Oracle  Work 
in  Process,  Oracle  Master  Scheduhng, 
Oracle  MRP,  Oracle  Order  Entry, 
Oracle  Capacity,  Oracle  Engineering™ 
and  Oracle  Purchasing™. 

- The  products  are  available  for  DEC 
VAXATVIS,  Data  General,  Hewlett- 
Packard,  Sequent  and  Pyramid 
computers  and  will  be  ported  to  Sun 
and  other  mainframe,  minicomputer, 
workstation  and  microcomputer 
systems  on  which  ORACLE  is 
available. 

• Business  Productivity  Apphcations 
include  Oracle  Alert®,  Oracle 
Apphcation  Object  Library™  and  Oracle 
Business  Manager™. 

Oracle  has  plunged  into  the  multimedia 
server  marketplace.  The  Oracle  Media 
Software  for  interactive  services  consists 
of : 

• The  Oracle  Media  Server™,  an 
extension  of  the  database,  messaging 
and  transaction  processing  software 

• Oracle  Media  Objects™,  an  extension  of 
the  development  tools  family 

• Oracle  Media  Net™  that  connects  the 
home  television  to  the  Oracle  Media 
Server. 


Systems  Integration /Consulting /Training 

The  company's  subsidiary,  Oracle 
Complex  Systems  Corporation  (OCSC) 
offers  systems  integration  services  to 
commercial  and  government  chents.  As  a 
systems  integrator,  OCSC  has  fuU 
responsibihty  for  the  integration  of 
software,  hardware,  networks,  facihties 
and  services  and  delivers  complete 
information  systems  by  combining  the 
ORACLE  relational  DBMS  and  other 
Oracle  products  with  various  non-Oracle 
product  and  service  offerings.  Oracle's 
newly  formed  Emerging  Technologies 
Consulting  Group  offers  systems 
integration  expertise  to  provide  services  in 
systems  and  apphcations  development, 
content  management  and  marketing 
support  systems. 

Consulting  services  include  strategic 
systems  planning,  systems  management, 
systems  architecture  development, 
customized  applications  development  and 
in-house  technology  integration  support. 
Consulting  projects  range  from  ad  hoc 
consultations  billed  by  the  hour  to  fixed- 
price  custom  development  projects  in 
excess  of  $1  milhon.  The  company 
provides  optional  renewals  of  support  for  a 
fee  ranging  from  approximately  15%  to 
35%  of  the  price  of  the  apphcable  hcense. 

Oracle  provides  education  and  training 
courses  through  education  centers  at  most 
of  its  major  offices.  The  company  also 
offers  on-site  training  to  customers  who 
request  it.  Training  and  education 
courses  range  from  hourly  fixed-price 
classes  to  custom  seminars. 
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Marketing  and  Sales 

In  the  U.S.,  Oracle  markets  its  products 
and  services  primarily  through  its  own 
direct  sales  and  service  organization, 
Oracle  USA,  which  consists  of  2,143  sales 
and  service  employees.  Sales  offices  based 
in  the  company's  headquarters  in 
Redwood  City  (CA)  and  in  field  offices  in 
approximately  25  U.S.  metropolitan  areas. 

Oracle  markets  its  products 
internationally  through  distributors  and 
50  subsidiaries,  with  the  principal 
subsidiaries  in  continental  Europe,  the 
U.K.,  Canada,  Australia,  Asia,  the  Middle 
East  and  Latin  America. 

• International  sales  and  service  groups 
consist  of  4,126  employees. 

• Oracle  also  markets  its  products  through 
approximately  30  independent 
distributors  in  international  territories 
not  covered  by  its  subsidiaries'  direct 
sales  organizations. 

The  company  also  markets  its  products 
through  original  equipment 
manufacturers  (OEMs),  value-added 
rehcensors  (VARs),  preferred  systems 
integrators  (PSIs)  and  independent 
software  vendors  (ISVs)  that  combine 
Oracle's  relational  DBMS  with  computer 
hardware  or  software  applications 
packages  for  redistribution. 

There  is  significant  competition  in  the 
DBMS  marketplace,  hence,  technical 
support  is  a critical  element  in  Oracle's 
sales  process.  Sales  representatives  are 
typically  teamed  with  technical  support 
speciahsts  who  can  answer  technical 
questions. 


Alliances 

The  following  is  a list  of  partnerships  that 
Microsoft  has  formed  during  the  past  two 
years ; 

In  March  1994,  Oracle  announced  the 
formation  of  Oracle  Corp.  Cooperative 
Applications  Initiative  (CAI),  that  wifi  aim 
to  make  it  possible  for  users  to  seamlessly 
access  business  applications  while 
working  in  the  suite  of  Oracle 
applications. 

• Third-party  vendors  will  work  with 
Oracle's  Design  and  Migration  Services 
organization  to  integrate  their  products 
with  Oracle  applications  under  the 
agreement,  so  that  users  can  have  access 
to  those  applications  that  are  targeted  to 
specific  needs. 

• CAI  members  include — 170  Systems, 
American  Business  Computer,  American 
International  Facsimile  Products, 

Aurum  Software  Inc.,  Business  Objects 
Inc.,  Clarify  Inc.,  Datalogix 
International,  EDI  Solutions  Inc.,  HSB 
Reliability  Technologies,  i2 
Technologies,  Industri-Matematik, 
Intermec  Corporation,  Mantix  Inc., 
Manugistics  Inc.,  Pillar  Corporation, 
Recognition  international  Inc.,  Sherpa 
Corporation,  Sterling  Software,  The 
System  Works  Inc.,  Trilogy  Development 
Group  and  Virtex. 

The  Cooperative  Services  Initiative  (CSI) 
program  teams  Oracle  with  Big  6 
consultants,  systems  integrators, 
hardware  vendors  and  system 
management  tools  suppliers  to  build  the 
most  comprehensive  set  of  open 
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implementation  services  for  Oracle 
Cooperative  Applications.  CSI  members 
include — Andersen  Consulting,  AT&T 
Global  Information  Solutions,  Computer 
Sciences  Corporation,  Compaq  Computer 
Corporation,  Coopers  & Lybrand,  Data 
General,  DEC,  DRT  Systems 
International,  Hewlett-Packard, 
International  Business  Machines,  Price 
Waterhouse,  Pyramid  Technology, 
Sequent  Computer  Systems,  Inc.,  SHL 
Systemhouse,  Solbourne  Computer,  Inc., 
Sun  Microsystems  and  Unisys. 

In  January  1994,  Oracle  formed  an 
aUiance  with  Capital  Cities/ABC  Inc.  to 
create  interactive  products  for  the 
information  superhighway. 
CapCities/ABC  is  planning  a multimedia 
new-on-demand  service.  Besides  the  TV 
network,  the  company  has  eight  TV  and 
eighteen  radio  stations,  eight  radio 
networks,  and  daily  and  weekly 
newspapers  as  well  as  trade  journals. 

In  January  1994,  Oracle  formed  a 
strategic  aUiance  with  The  Washington 
Post  Co.  in  an  effort  to  jointly  create 
interactive  products  for  the  information 
superhighway. 

• The  Washington  Post  plans  to  explore 
new  forms  of  interactive  electronic 
publications  and  advertising.  The 
company  has  its  own  cable  systems, 
serving  more  than  500,000  subs. 

• Oracle's  Media  Server  will  be  the 
platform  that  dehvers  these  projects. 
The  company  has  software  to  run 
massively  parallel  processing  (MPP) 
computers  that  function  as  the  servers 
to  supply  thousands  of  simultaneous 


streams  of  video,  audio  and  data  for 
mass-market  interactive  services. 

In  January  1994,  Oracle  announced  a 
strategic  alliance  with  Bell  Atlantic 
Corporation.  The  two  companies  plan  to 
send  movies  as  well  as  interactive  services 
over  the  telephone  system,  using  the 
BeUcore  technology  known  as  asymmetric 
digital  subscriber  line,  and  send  a data 
stream  of  1.5  million  bits — about  40 
columns  of  newspaper  text  a second — over 
a standard  phone  hne. 

In  January  1994,  Oracle  and  General 
Magic,  Inc.  announced  the  signing  of  a 
cooperative  development  agreement  to 
participate  in  joint  development  and 
marketing  activities  aimed  at  delivering 
broad  information  access  from  an  intuitive 
user  interface.  Under  this  agreement, 
Oracle  and  General  Magic  are  integrating 
the  Magic  Cap  platform  with  the  Oracle 
Media  Server. 

In  1994,  Oracle  and  U.S.  West  Inc.  agreed 
to  develop  a port  of  Oracle?  Parallel 
Server  database  that  will  support  Pyramid 
boxes  sharing  the  same  database.  The 
agreement  includes  a joint  effort  to 
provide  video-on-demand  seivices. 

In  June  1993,  Novell,  Inc.  and  Oracle 
announced  a strategic  agreement  that 
combined  their  technology,  distribution 
and  service  offerings  to  dehver  a hne  of 
scalable  enterprise  network  computing 
solutions.  At  the  heart  of  this  agreement 
was  a new  product  family  called  the 
OracleWare  System,  a combination  of  the 
companies'  industry  leading  products  and 
new  multiseiwer  messaging  technology. 
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In  October  1992,  SAS  Institute  Inc.  and 
Oracle  signed  a multiplatform  marketing 
and  development  agreement  to  provide 
Oracle  customers  with  the  SAS  System's 
data  access,  management,  analysis  and 
presentation  capabilities.  The  agreement 
also  includes  joint  marketing  activities 
designed  to  promote  the  interface 
products,  including  cooperative  sales 
activities,  development  and  distribution  of 
joint  promotional  material  and  other 
cooperative  marketing  efforts. 

In  August  1992,  NCR  signed  a 
multimiUion  doUar  contract  with  Oracle  to 
standardize  Oracle's  manufacturing  and 
financial  management  software  to  run  on 
the  NCR  System  3000  product  fine.  The 
agreement  also  outhned  joint  development 
efforts  between  Oracle  and  NCR  to 
accelerate  open  manufacturing  technology 
in  the  Oracle  Apphcations™  products. 

Clients 

Oracle  products  are  used  in  a number  of 
industries  such  as  financial  services, 
telecommunications,  defense, 
manufacturing,  energy,  government, 
healthcare  and  retail. 

Oracle's  chent  fist  includes  : The  Toronto 
Stock  Exchange,  Churchill  Insurance, 
Wells  Fargo  Bank,  AT&T,  Northern 
Telecom,  Nippon  Telegraph  & Telephone, 
United  States  Air  Force  Materiel 
Command,  Computer  Sciences 
Corporation,  Alhed  Signal,  BASF,  Ford, 
Asea  Brown  Boveri,  Brown  & Root, 
Tennessee  Valley  Authority,  Ministry  of 
Finance-the  Netherlands,  French  Ministry 
of  Economy,  Finance  and  Budget,  the  U.S. 
Environmental  Protection  Agency,  Boston 


Children's  Hospital,  New  South  Wales 

Health  Department,  Hoechst,  GERS 

Retail  Systems,  7-Eleven  Japan  Company 

Ltd.  and  IKEA. 

Competition 

Oracle  competes  with  different  companies 

in  the  various  markets  it  addresses: 

• Principal  competitors  in  the  client/server 
database  marketplace  include  Informix 
Corporation,  Sybase  Inc.,  IBM  and 
Ingress  Corporation,  a subsidiary  of 
ASK  Computer  Systems,  Inc. 

• Competitors  in  the  apphcations  market 
include  SAP  America  and  Dun  & 
Bradstreet  Software  Services. 

• In  the  tools  market,  Oracle  competes 
with  KnowledgeWare. 

Input  Assessment 

Oracle's  major  strengths  include  : 

• It  is  a large  and  well  established 
company 

• Aggressive  and  effective  sales  and 
marketing 

• Leading  technology 

• Oracle  is  currently  the  number  one 
RDBMS  vendor,  with  fiscal  1993 
revenue  of  $1503  million. 

• Oracle  is  in  a leadership  position  in 
symmetrical  processing  and  parallel 
processing  markets. 

• Oracle  is  taking  position  as  provider  of 
"multimedia  server",  with  multiple 
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alliances  with  TV  and  entertainment 
firms.  This  is  a strategic  position  in 
information  superhighway  creation. 

• Oracle  has  a good  public  relations 
machine  that  is  paving  the  way  into  the 
multimedia  server,  Massively  Parallel 
Processing  (MPP)  worlds. 
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Chairman:  James  A.  Abrahamson 

President  & CEO:  Lawrence  J.  Ellison 
500  Oracle  Parkway 
Redwood  Shores,  CA  94065 
Phone:  (415)  506-7000 

Fax:  (415)  506-7200 


Status:  Public 

Employees:  13,456(12/94) 

Revenue:  $2,001,147,000 

Fiscal  Year  End:  5I3M9A 


Key  Points 

• Oracle  develops,  markets  and  supports 
software  products  for  database 
management,  computer-aided  software 
engineering  (CASE),  applications 
development,  decision  support,  network 
communications  and  document  automation. 

• In  1994,  Oracle  software  products  won  seven 
awards  m DBMS  magazine’s  1994  “Reader’s 
Choice  Awards”.  Oracle  Developer/2000- 
Designer/2000;  Oracle?  and  Oracle 
Financials  were  recognized  for  their 
technical  excellence. 


• Oracle  has  moved  aggressively  into  the 
professional  services  market  and  has  hired 
significant  numbers  of  industry-oriented 
consultants  to  work  with  clients  in  building 
Oracle-based  customized  solutions. 

• Oracle  has  plunged  into  the  multimedia 
market  and  has  formed  strategic  alliances 
with  various  telephone  companies — ^Bell 
Atlantic,  U.S.  West  Inc.  and  British  Telecom 
of  the  U.K.,  among  others — ^in  order  to  send 
interactive  services  over  the  telephone. 

Company  Description 

Oracle  Systems  Corporation,  founded  in  1977, 
designs,  develops,  markets  and  supports 
software  products  for  database  management, 
network  products,  applications  development 
productivity  tools  and  user  applications. 
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The  company's  core  technology — the  ORACLE 
®7  relational  database  management 
system — ^is  a SQL-based,  relational  database 
management  system  (RDBMS)  that  runs  on  a 
range  of  computers.  In  addition,  the  company 
also  offers  consulting,  education,  support  and 
systems  integration  services  worldwide. 

Structure  and  Operations 

Oracle  was  founded  in  June  1977,  as 
Relational  Software  Inc.  In  January  1983,  the 
company  changed  its  name  to  Oracle 
Corporation  to  better  identify  with  its  well- 
known  ORACLE  RDBMS  product.  In  June 
1985,  Oracle  Systems  Corporation  was  formed 
as  the  parent  company  of  Oracle. 

Headquartered  in  Redwood  Shores  (CA),  the 
company  markets  its  products  internationally 
through  subsidiaries  and  distributors. 

• International  wholly-owned  subsidiaries 
market  and  support  Oracle  products  in 
Austria,  Australia,  Belgium/Luxembourg, 
Brazil,  Canada,  Denmark,  Finland,  France, 
Greece,  Hong  Kong,  Ireland,  Japan, 
Malaysia,  Mexico,  the  Middle  East,  the 
Netherlands,  New  Zealand,  Norway,  the 
People's  Republic  of  China,  Portugal, 
Singapore,  Spain,  Sweden,  Switzerland, 
Turkey,  the  U.K.,  West  Africa  and  West 
Germany. 

• International  distributors  are  in  Anguilla, 
Antigua,  Argentina,  Barbados,  Barbuda, 
Brazil,  Canada,  Chile,  Columbia,  Dominica, 
Equador,  Granada,  Guyana,  Guatemala, 
India,  Indonesia,  Italy,  Ivory  Coast, 

Jamaica,  Japan,  Monserrat,  Nevis,  Nigeria, 
Norway,  Pakistan,  the  Philippines, 

Portugal,  South  Korea,  St.  IGtts,  St.  Lucia, 
St.  Vincent,  Surinam,  Taiwan,  Thailand, 
Trinidad,  Uruguay,  Venezuela,  Yugoslavia 
and  Zimbabwe. 


Oracle's  product/service  offerings  include  the 

following  major  product/service  groups: 

• Cooperative  Server  Technology 

(CST) — ^These  products  accounted  for  S679 
million  (34%)  of  the  total  revenue  for  fiscal 
1994. 

• Cooperative  Development  Environment 
(CDE) — ^These  products  accounted  for  $326 
million  (16%)  of  the  total  revenue  for  fiscal 
1994. 

• Cooperative  Applications — ^These  products 
accounted  for  $94  milhon  (5%)  of  the  total 
revenue  for  fiscal  1994. 

• Consulting  and  Services — These  services 
accounted  for  $902  million  (45%)  of  the  total 
revenue  for  fiscal  1994. 

Oracle  is  currently  organized  into  the 

following  business  units  : 

• Desktop  Products — PC,  OS/2,  Macintosh 

• UNIX 

• Minicomputer  Systems — ^VMS,  HP  MPE/XL, 
Wang,  DG  AOS/VS  and  Tandem 

• IBM— MVS,  VM,  AS/400 

• CASE — CASE*Designer,  CASE*Generator, 
CASE*Dictionary,  CASE  *Exchange 

• Tool^-SQL*Forms,  SQL*Menu,  SQL*Plus, 
SQL*ReportWriter,  Oracle  Graphics 

• Systems  Technologies — ORACLE7  DBMS, 
gateways  and  networking  products 

• Applications — Financials,  Manufacturing, 
Human  Re.sources 
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• Document  Automation — Oracle  Mail  and 
decision  support  products 

• Oracle  Secure  Systems,  a part  of  the 
Systems  Technologies  group,  was  formed  in 
April  1989  to  lead  the  development  and 
marketing  of  high-security  relational 
database  management  systems  apphcations 
to  commercial  and  government 
organizations  worldwide.  Oracle  has  been 
working  with  the  National  Computer 
Security  Center  since  July  1988,  to  develop 
database  security  capabilities  that  will  be 
incorporated  into  ORACLE. 

Oracle's  subsidiary — Oracle  Complex  Systems 
Corporation  (OCSC),  formed  in  1988,  provides 
systems  integration  services.  The  business 
was  expanded  later  in  1988  with  the 
acquisition  of  Falcon  Systems,  Inc.  of 
Bethesda  (MD). 

Company  Strategy 

Oracle  operates  in  one  industry  segment — the 
development  and  marketing  of  computer 
software  and  related  services.  The  company 
is  in  a unique  position  in  the  enterprise 
software  market,  as  it  has  the  right 
technologies  (is  dehvering  products  in  all  the 
key  segments — RDBMS,  application 
development  tools,  document  automation  and 
distributed  client/server  enterprise 
applications),  as  well  as  a management  team 
that  is  broad  enough  to  have  executives 
focusing  on  driving  critical  new  technologies. 

Market  Strategy 

Oracle's  strategy  is  to  have  no  competitor 
equal  in  the  database,  tools  and  applications 
segments  at  the  high-end  of  the  enterprise 
software  market  while  developing  partners 
that  have  no  equal  at  the  low-end.  Oracle  is 
expanding  its  distribution  as  it 
metamorphoses  from  a database  company  to 


an  information  technology  solutions  company. 
It  is  promoting  new  niches  for  database  use  in 
telecommunications  and  electronic  publishing. 

Oracle  has  moved  aggressively  into  the 
professional  services  market  by  leveraging  its 
products.  The  company  is  trying  to  position 
itself  in  the  consulting  and  services  world,  to 
maximize  its  role  as  a partner  to  its 
customers. 

Product  Strategy 

Oracle  develops  new  products  internally  and 
through  joint  venture  partnerships.  Oracle's 
product  and  services  strategy  is  to  provide 
complete  enterprise  applications  solutions. 

The  company  is  positioning  itself  as  a provider 
of  multimedia  server  technology  with  multiple 
alliances  with  TV  & entertainment  firms, 
which  could  lead  to  a strategic  position  in  the 
creation  of  the  information  superhighway. 

Financials 

Total  fiscal  1994  revenue  reached  $2,001.1 
million,  a 33%  increase  over  fiscal  1993 
revenue  of  $1,502.8  million.  Net  income  rose 
189%,  from  $98.3  million  in  fiscal  1993  to 
$283.7  million  in  fiscal  1994.  A five-year 
financial  summary  appears  on  the  following 
page. 

Oracle's  revenue  growth  rate  was  33%,  28% 
and  15%  in  fiscal  1994,  1993,  and  1992 
respectively. 

• This  increase  can  be  attributed  to  the  fact 
that  Oracle’s  customer  and  product  base  has 
broadened  during  the  past  three  years  as 
the  company  increased  the  number  of 
computers  and  operating  systems  on  which 
its  RDBMS  operates  and  introduced 
additional  software  tools  and  applications 
products. 
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• In  addition,  the  company  has  increased  the 
sales  channels  that  market  its  products  and 
services. 


• There  has  also  been  an  increase  in  market 
demand  for  database  and  tools  products. 


Research  and  development  expenditures  were 
approximately  $197.1  million  ( 10%  of  revenue) 
in  fiscal  1994,  compared  to  $146.4  million 
(10%  of  revenue)  in  fiscal  1993,  and  $110.6 
million  (9%  of  revenue)  in  fiscal  1992,  after 
capitalizing  software  development  costs. 


• Overall,  operating  income  as  a percentage  of 
revenues  increased  to  21%  in  fiscal  1994 
compared  to  14%  in  fiscal  1993. 


Oracle  Systems  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$2001.1 

$1502.8 

$1178.5 

$1027.9 

$916.4 

• Percent  change  from 

previous  year 

33% 

28% 

15% 

12% 

61% 

Income  (loss)  before  taxes 

$423.5 

$218.0 

$96.1 

$(13.2) 

$118.2 

• Percent  change  from 
previous  year 

94% 

127% 

114% 

(a) 

(111%) 

10%  { 

Net  income  (loss) 

$283.7 

$98.3 

$61.5 

$(12.4) 

$80.9 

• Percent  change  from 

previous  year 

189% 

60% 

120% 

(115%) 

20% 

Earnings  (loss)  per  share 

$0.96 

$0.34 

$0.22 

$(0.05) 

$0.50 

• Percent  change  from 

previous  year 

182% 

55% 

122% 

(110%) 

18% 

(a)  Includes  charges  of  $8.9  million  related  to  the  consolidation  of  offices  and  provisions  against  revenue  for 
consulting  and  other  lost  contracts. 


Interim  Results 

Revenue  for  the  nine  months  ending  February 
28,  1995  reached  nearly  $1.95  billion,  a 46% 
increase  over  $1.33  billion  for  the  same  period 
in  1994. 

• Net  income  for  the  period  rose  54%,  from 
$169.2  million  to  $259.8  million. 

• Oracle's  license  sales  grew  by  44%,  led  by 
continued  strong  growth  in  Server  sales  (up 
59%)  and  a sharp  improvement  in 


Applications  revenue  (up  65%).  Service 
revenues  also  expanded  by  61%  to  $900.5 
million. 

• Geographically,  revenues  were  up  48%  in 
the  Americas,  up  44%  in  Europe/Middle 
East/Africa  and  up  77%  in  the  Asia/Pacific. 

Oracle  announced  a three-for-two  stock  split 
effective  February  22,  1995. 
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Market  Financials 

Oracle's  products  are  targeted  to  clients 
across  industries  and  specific  vertical  groups, 
including  the  federal  government,  the  public 
sector,  computer-integrated  manufacturing, 
federal  systems  integrators,  pharmaceuticals, 
utilities,  higher  education, 
telecommunications  and  oil  and  gas. 


Revenue  Analysis  by  Product  Line 
Approximately  55%  of  Oracle's  fiscal  1994 
revenue  was  derived  from  software  licensing. 
42%  from  professional  services  and  3%  from 
systems  integration  and  other  revenues.  A 
three-year  summary  of  source  of  revenue 
follows; 


Oracle  Systems  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Product/Service 

5/94 

5/93 

5/92 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Licenses 
• UNIX 

$786.0 

39% 

$556.1 

37% 

$410.9 

35% 

• Desktop 

183.0 

9% 

105.3 

7% 

72.9 

6% 

• Proprietary 

130.0 

Z% 

150.2 

10% 

178.9 

15% 

Total  License  Revenue 

$1,099.0 

55% 

$811.6 

54% 

$662.7 

56% 

Professional  services 
• Support 

$383.2 

19% 

$285.5 

19% 

$223.9 

19% 

• Consulting  & Education 

454.1 

23% 

315.6 

21% 

247.5 

21% 

Total  Service  Revenue 

$837.3 

42% 

$601.1 

40% 

$471.4 

40% 

Other  * 

$64.8 

3% 

$90.1 

6% 

$44.4 

4% 

Total 

$2,001.1 

100% 

$1,502.8 

100% 

$1,178.5 

100% 

* Includes  systems  integration,  documentation  and  miscellaneous  other  revenues 


Major  factors  contributing  to  the  growth  in 

revenue  were: 

• Increase  in  overall  market  demand  for 
database  products 

• Rise  in  market  acceptance  for  Oracle’s 
RDBMS 

• Oracle’s  strong  presence  in  financial  and 
manufactunng  applications  markets 

• Continued  increase  in  the  percentage  of 
licenses  for  computers  using  the  UNIX 


operating  system  and  desktop  operating 
systems. 

Approximately  71%  of  fiscal  1994  hcense 
revenue  was  derived  from  software  used  on 
computers  utilizing  the  UNIX  operating 
system,  17%  from  use  on  desktop  computers 
and  12%  from  use  on  computers  using  other 
proprietary  operating  systems,  including  IBM 
mainframes,  DEC  minicomputers  and  other 
minicomputers. 
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Approximately  46%  of  fiscal  1994  professional 
services  revenue  was  derived  from  support 
services  and  54%  from  consulting  and 
education  services. 

Geographic  Markets 

Approximately  40%  of  Oracle's  fiscal  1994 
revenue  was  derived  from  the  U.S.,  40%  from 


Oracle  Systems  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

5/94 

5/93 

5/92 

Item 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

• Oracle  USA 

$799.7 

40% 

$553.5 

37% 

$429.1 

36% 

• Oracle  Europe 

803.7 

40% 

686.6 

46% 

568.8 

48% 

• Oracle  Intercontinental 

397.8 

20% 

262.7 

17% 

180.6 

15% 

Total 

$2,001.1 

100% 

$1,502.8 

100% 

$1,178.5 

100% 

Europe  and  20%>  from  other  intercontinental 
sources. 

A three-year  geographic  source  of  revenue 
summary  follows: 


Domestic  revenues  increased  42%  and  28%  in 
fiscal  1994  and  1993,  respectively,  while 
international  revenues  increased  28%  and 
27%  in  fiscal  1994  and  1993,  respectively. 
Revenues  from  international  customers  were 
approximately  60%,  63%  and  64%  of  revenues 
in  fiscal  1994,  1993  and  1992  respectively. 

European  sales  made  a major  contribution  to 
the  revenue  from  international  operations, 
accounting  for  approximately  67%  of  the 
international  revenue. 

Acquisitions/Investments 

In  September  1994,  Oracle  acquired  Digital 
Equipment  Corporation’s  (DEC)  Rdb 
database,  repository  and  database 
administration  tools  and  related  support 
business  for  $108  million. 


In  September  1994,  Oracle  acquired  a 
minority  interest  in  Datalogix  International, 
Inc.  of  Valhalla  (NY),  a provider  of  open, 
client/server  software  solutions  for  the  process 
manufacturing  industry. 

In  July  1994,  Oracle  puchased  a 7.7%  stake 
(915,500  shares)  in  Gupta  Corp.,  the 
client/server  tools  vendor  based  in  Menlo  Park 
(CA). 

Employees 

As  of  May  31,  1994,  Oracle  had  approximately 
12,058  full-time  employees,  segmented  as 
follows: 


Sales  and  service 8,254 

Marketing 615 

Research  and  development 1,757 

General  and  administrative 1,432 


12,058 
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• Of  these,  5,022  employees  were  located  in 
the  United  States  and  7,036  in 
approximately  50  other  countries. 

• The  company  currently  has  13,456 
employees. 

Key  Products  and  Services 

Systems  Software 

Oracle's  principal  product  is  the  ORACLE 
RDBMS.  ORACLE  allows  users  to  define, 
retrieve,  manipulate  and  control  data  stored 
on  multiple  computers  using  the  industry 
standard  SQL  language. 

The  company’s  products  are  grouped  into 
three  main  product  families  as  described 
below; 

Cooperative  Server  Technology  (CST) 

This  product  family  consists  of  an  integrated 
set  of  database  and  network  products 

• ORACLE? — Permits  multiple  computers 
using  a common  operating  system  to  access 
a single  database  stored  on  shared  disk 
devices.  It  provides  advanced  capabilities 
for  centrally  defining  business  policies  and 
data  integrity  rules  within  a database  and 
for  automatic  enforcement  of  those  policies 
and  rules  by  the  DBMS. 

• Oracle  Office — ^A  distributed  enterprise 
workgroup  computing  system  for 
client/server  environments. 

• Oracle  GroupWare^^ — A family  of 
application  services  and  electronic  agents 
that  allow  organizations  to  share  and  access 
multimedia  document  data. 

Low-end  Workgroup  Information 
Management  products  include: 


• Oracle  Workgroup  Server"'' — desktop 
server  with  power  of  ORACLE?. 

• OracleWare^'^ — ^A  joint  development  with 
Novell  that  provides  the  database, 
networking  and  operating  system 
technologies  with  new  multiserver 
messaging  capabilities. 

• Oracle  Open  Gateways — Gateways  to  non- 
ORACLE  databases  that  support  DB2, 
DEC'S  RDB  and  HP  Turbo  Image  among 
others. 

• SQL*Net® — A connectibility  tool  that 
makes  it  possible  for  an  ORACLE 
application  on  one  machine  to  access  its 
local  database  and  simultaneously  access 
remote  databases  on  other  machines 
running  ORACLE  (as  well  as  other  non- 
ORACLE  databases)  anywhere  within  a 
communications  network. 

In  January  1995,  Oracle  introduced  Secure 
Network  Services,  an  add-on  package  to  the 
SQL*Net  connectivity  software.  Secure 
Network  Services  is  the  first  built-in 
encryption  software  to  protect  corporate  data 
in  client/server  environments. 

In  January  1995,  Oracle  also  announced  its 
new  Oracle  Workgroup/2000  product  family 
that  includes  Personal  Oracle?,  Oracle?, 
Workgroup  Server,  Oracle  Power  Objects, 
Oracle  Objects  for  OLE  and  Oracle  Radio 
Agents. 

• Personal  Oracle? — ^A  desktop  version  of  the 
Oracle?,  available  for  Windows. 

• Oracle  Power  Objects — A graphical  object- 
based  development  tool  for  rapid  creation  of 
next-generation  client/server  applications. 
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• Oracle  Objects  for  OLE — An  OLE  compliant 
data  access  toolkit  for  building  Windows 
client/server  applications  for  Oracle?. 

• Oracle  Mobile  Agents — The  Workgroup/ 
2000  client  component  of  Oracle  in  Motion 
software. 

Developer /2000-Designer/ 2000  (D/2000) 

This  group  consists  of  an  integrated  set  of 
products  for  client/server  application 
development  and  data  access.  It  consists  of 
three  families; 

• Data  Access 

- Oracle  Data  Browser™ — ^A  graphical  data 
access  client  that  enables  non 
programmers  to  easily  locate,  query  and 
display  information  stored  in  networked, 
distributed  databases. 

- Oracle  Data  Query^'^ — Designed  for  users 
to  run  ad  hoc  queries  without  any 
knowledge  of  SQL. 

- Oracle  Glue™ — ^An  adaptable,  portable, 
integrated  application  programming 
interface  that  enables  users  to  use  any 
tools  with  any  data  on  any  server. 

• D/2000  Tools 

- Oracle  Forms"'™ — ^A  tool  that  allows 
applications  developers  to  design, 
prototype  and  customize  forms-based 
applications  without  programming. 

- Oracle  Reports — ^A  tool  that  allows 
applications  developers  to  create  highly 
formatted  reports  without  programming. 

- Oracle  Graphics® — A tool  that  allows 
users  to  generate  high-resolution  pie,  line 
or  bar  graphs  from  data  stored  in  an 
ORACLE  database. 


- Oracle  Procedure  Builder 

- Oracle  Open  Client  Adapter 

- Oracle  Translation  Manager 

- Oracle  Programmatic  Interfaces 

• D/2000  CASE 

- CASE  Method^'^ — Provides  a structure  for 
systems  designers  to  develop  and 
implement  systems. 

- Oracle  CASE  Dictionary™ — Supports  the 
CASE  Method  and  provides  utilities  to 
help  systems  designers  develop, 
implement  and  document  application 
systems. 

- Oracle  CASE  Exchange^^' — Provides  a 
mechanism  for  transferring  analysis 
specifications  held  in  different  tools  to  the 
CASE  Dictionary. 

- Oracle  Forms  Generator™ — ^Allows 
application  developers  to  generate  working 
SQL*Forms  applications  using 
information  in  CASE  Dictionary. 

- Oracle  Reports  Generator 

- Oracle  Server  Generator 

- Oracle  CASE  DesignerT"^ — Provides  a bit- 
mapped graphical  interface  to  CASE 
Dictionary. 

Applications  Software 

Oracle's  family  of  cooperative  applications 

software  include  : 

• Oracle  Financials  '™ — A family  of  accounting 

applications  software  products  designed  for 

centralized  and  decentralized  accounting 
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departments  in  companies  of  any  size. 
Products  include  Oracle  General  Ledger™, 
Oracle  Payables™,  Oracle  Assets"^^,  Oracle 
Receivables™, Oracle  Revenue  Accounting™, 
Oracle  Personnel™,  Oracle  Order  Entry^'^, 
Oracle  Purchasing™,  Oracle  Inventory, 
Oracle  Sales  & Marketing  and  Oracle 
Commissions. 

• Oracle  Government  Financials™ — A family 
of  integrated  accounting  software  packages 
for  federal,  state  and  local  governments. 
Products  include  Oracle  Government 
General  Ledger™,  Oracle  Government 
Purchasings"^,  Oracle  Government 
PayablesS"^  and  Oracle  Government 
ReceivahlesS"^. 

• Oracle  Project  Accountings'^  applications 
include  Oracle  Project  Costings'^  and  Oracle 
Project  Billings'^. 

• Oracle  Human  Resources  Management 
Systemss^  include  Oracle  Human  Resources 
s"^  and  Oracle  Payrolls’^. 

• Oracle  Manufacturings'^  consists  of  a full- 
function  manufacturing  product  family  " 
tightly  integrated  with  Oracle  Financials. 
Products  include  Oracle  InventoryS"^,  Oracle 
Bill  of  MaterialsS"^,Oracle  Work  in  ProcessS"^, 
Oracle  Master  Schedulings'^,  Oracle  MRPs"^, 
Oracle  Order  EntryS"^',  Oracle  CapacityS"^, 
Oracle  Engineerings'^,  Oracle  Cost 
Managements'^  and  Oracle  Purchasings'^. 

- The  products  are  available  for  DEC 
V^AXATVIS,  Data  General,  Hewlett- 
Packard,  Sequent  and  Pyramid  computers 
and  will  be  ported  to  Sun  and  other 
mainframe,  minicomputer,  workstation 
and  microcomputer  systems  on  which 
ORACLE  is  available. 


- Through  an  agreement  formed  with 
Datalogix  International.  Inc.  in  1994, 
Oracle  has  obtained  the  right  to  resell 
Datalogix’s  GEMMS  system  as  Oracle 
GEMMS. 

• Oracle  Business  Productivity  applications 
include  Oracle  Alert®,  Oracle  Application 
Object  LibraryS"^  and  Oracle  Business 
Managers''^. 

Oracle  has  plunged  into  the  multimedia 
server  marketplace.  The  Oracle  Media 
Software  for  interactive  services  consists  of: 

• The  Oracle  Media  Server^"^ — ^An  extension  of 
the  database,  messaging  and  transaction 
processing  software  to  new  interactive 
consumer  applications. 

• Oracle  Media  Objects™ — An  authoring  tool 
that  enables  the  rapid  creation  of  consumer 
oriented  interactive  services  and  CD  ROMs. 

• Oracle  Media  NeH*^ — ^A  tool  that  hides  the 
complexity  of  various  networks  (phone  hnes, 
satellite  broadcasts  and  cable  connections) 
and  communicates  with  "smart  TVs"  to 
deliver  information  to  homes. 

Consulting/Training/Support  Services 
Consulting  Services 

Consulting  services  include  strategic  systems 
planning,  systems  management,  systems 
architecture  development,  customized 
applications  development  and  in-house 
technology  integration  support.  Consulting 
projects  range  from  ad  hoc  consultations 
billed  by  the  hour  to  fixed-price  custom 
development  projects  in  excess  of  $1  million. 
The  company  provides  optional  renewals  of 
support  for  a fee  ranging  from  approximately 
15%  to  35%  of  the  price  of  the  applicable 
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license.  Oracle  more  than  300  consultants 
worldwide. 

Training 

Oracle  provides  more  than  100  courses  at 
more  than  90  education  centers  worldwide. 
The  company  also  offers  on-site  training  to 
customers  who  request  it.  Training  and 
education  courses  range  from  hourly  fixed- 
price  classes  to  custom  seminars. 

Customer  Support 

The  company  provides  support  services 
through  the  Oracle  Customer  Support 
organization.  The  Oracle  U.S.  Customer 
Support  Center  is  divided  into 
Mini/Mainframe;  Applications;  and  Desktop 
support  areas,  which  are  further 
supplemented  hy  a Field  Support  organization 
and  two  research-oriented  technology 
groups — ^the  Core  Technology  Center  and  the 
Database  Center  of  Expertise. 

• Mini/Mainframe  Support — ^This  group 
provides  support  to  Oracle’s  mini/ 
mainframe  customers.  Support  groups 
within  this  group  are  organized  by 
specialized  areas  such  as  UNIX  support  or 
tools  support.  Support  is  provided  through; 

- Technical  Assistance  Center  (TAC) — ^The 
TAC  staff  initiate  the  customer  support 
process  by  entering  the  request  into  the 
Real  Time  Support  System  (RTSS).  If  the 
support  request  cannot  be  closed  by  the 
TAC  staff,  it  will  be  forwarded  to  the 
Technical  Solution  Center. 

- Technical  Solution  Center  (TSC) — ^The 
TSC  staff  work  with  the  customer  until 
the  problem  has  been  solved.  If  the 
customer  needs  faster  resolution. 


escalation  procedures  are  used  to  route  the 
request  to  the  Escalation  Center. 

- Escalation  Center — ^The  staff  in  this  group 
specializes  in  handling  critical  problems. 
An  independent  group  within  the 
Escalation  Center  supports  calls  regarding 
IBM  VM  and  MVS  products. 

• Applications  Group — ^This  group  is 
organized  by  account  teams.  Specific 
apphcations  calls  are  routed  directly  to  the 
team  that  supports  the  customer. 

• Desktop  Group — ^This  group  is  trained  to 
support  a diverse  set  of  products,  operating 
systems  and  network  components.  It 
maintains  expertise  in  operating  systems 
such  as  DOS/  Windows,  OS/2,  Novell 
NetWare,  Apple,  OracleWare  and  Windows 
NT  and  related  issues,  as  well  as  all  Oracle 
products  running  under  these  environments. 

• Field  Support  Organization — Field  support 
analysts  work  with  customers  to  create  and 
implement  support  plans. 

• Core  Technology  Center — ^This  center 
focuses  on  very  large  databases,  massively 
parallel  systems  and  multimedia 
technologies  while  developing  in-depth 
knowledge  of  new  technologies  and  new 
markets. 

• Database  Center  of  Expertise(COE)  — 
Consultants  within  COE  provide  consulting 
services  and  assist  customers  with  the 
design  and  integration  of  Oracle  products 
into  their  business  solutions. 

An  Oracle  Customer  Care  support  program 

offers  a range  of  services  that  include 

telephone  assistance  24-hours  a day,  seven 

days  a week;  product  updates  and  patches; 

Oracle  SupportNews  quarterly  newsletter; 
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electronic  on-line  services;  account 
management  reports;  Oracle  Support  Alerts; 
Oracle  SupportNotes;  Online  Support  option 
and  Centers  of  Expertise  (COE). 

Oracle  Customer  Care  offers  worldwide 
customer  support  through  its  four 
programs — Oracle  Gold;  Oracle  Silver;  Oracle 
Bronze  and  Oracle  SupportLink.  Each  of 
these  programs  provides  varying  levels  of 
support  services. 

Systems  Integration  Services 

The  company's  subsidiary,  Oracle  Complex 
Systems  Corporation  (OCSC),  offers  systems 
integration  services  to  commercial  and 
government  clients. 

• As  a systems  integrator,  OCSC  has  full 
responsibility  for  the  integration  of 
software,  hardware,  networks,  facilities  and 
services.  OCSC  delivers  complete 
information  systems  by  combining  the 
ORACLE  relational  DBMS  and  other  Oracle 
products  with  various  non-Oracle  product 
and  service  offerings. 

• Oracle's  Emerging  Technologies  Consulting 
Group  offers  systems  integration  expertise 
to  provide  services  in  systems  and 
applications  development,  content 
management  and  marketing  support 
systems. 

Marketing  and  Sales 

Domestically,  Oracle  markets  its  products  and 
services  through  its  own  direct  sales  and 
service  organization,  Oracle  USA,  which 
consists  of  3,124  sales  and  service  employees, 
and  some  indirect  channels.  Sales  offices  are 
based  in  the  company's  headquarters  in 
Redwood  City  (CA)  and  in  field  offices  in 
approximately  35  U.S.  metropolitan  areas. 


Internationally,  Oracle  markets  its  products 
through  distributors  and  50  subsidiaries,  with 
the  principal  subsidiaries  in  continental 
Europe,  the  U.K.,  Canada,  Australia,  Asia, 
the  Middle  East  and  Latin  America. 

• International  sales  and  service  groups 
consist  of  5,130  employees. 

• In  addition,  Oracle  markets  its  products 
through  approximately  30  independent 
distributors  in  international  territories  not 
covered  by  its  subsidiaries'  direct  sales 
organizations. 

The  company  also  markets  its  products 
through  original  equipment  manufacturers 
(OEMs),  value-added  relicensors  (VARs), 
preferred  systems  integrators  (PSIs)  and 
independent  software  vendors  (ISVs)  that 
redistribute  the  products  by  combining 
Oracle's  relational  DBMS  with  computer 
hardware  or  software  applications  packages. 

Technical  support  plays  a major  role  in 
Oracle's  sales  process  due  to  there  being 
significant  competition  in  the  DBMS 
marketplace.  Sales  representatives  are 
typically  teamed  with  technical  support 
specialists  who  can  answer  technical 
questions. 

Alliances 

The  following  is  a list  of  partnerships  that 
Oracle  has  formed  during  the  past  three 
years: 

In  January  1995,  Oracle’s  Services  business 
entered  into  an  agreement  with  Smart  Corp. 
to  use  its  suite  of  tools  in  the  delivery  of 
technical  consulting  services  to  Oracle 
customers. 

In  October  1994,  Oracle  announced  the  Oracle 
Set-Top  Alliance,  which  consists  of  25 


Oracle  Systems  Corporation 
April  1995 


©INPUT  1995  Reproduction  prohibited. 


Page  11  of  14 


INPUT  Vendor  Profile 


interactive  television  vendors,  that  will 
promote  interoperability  on  the  information 
superhighway. 

In  September  1994,  Oracle  and  Hewlett- 
Packard  announced  Oracle/HP  Applications 
Initiative,  a business  alliance  intended  to 
increase  the  customer  base  for  Oracle 
Cooperative  Applications  running  on  HP. 

In  September  1994,  Oracle  and  Datalogix 
International,  Inc.,  formed  an  agreement, 
giving  Oracle  the  right  to  resell  Datalogix 
Global  Enterprise  Manufacturing 
Management  System  (GEMMS)  as  Oracle 
GEMMS. 

In  August  1994,  Oracle  teamed  up  with  SHE 
Systemhouse  Inc.,  to  deliver  Quickstart,  a 
fixed-price  applications  program  to  move 
financial  systems  from  proprietary  mainframe 
systems  to  open  computing  systems. 

In  April  1994,  Oracle  Corp.  entered  into  a 
joint  marketing  agreement  with  SHE 
Systemhouse,  to  market  Oracle  Cooperative 
Applications — ^the  company’s  client/server 
business  applications  with  SHE’s  outsourcing 
services. 

In  March  1994,  Oracle  announced  the 
formation  of  Oracle  Corp.  Cooperative 
Applications  Initiative  (CAI),  with  a goal  to 
make  it  possible  for  users  to  access  business 
applications  while  working  in  the  suite  of 
Oracle  applications. 

• Third-party  vendors  will  work  with  Oracle's 
Design  and  Migration  Services  organization 
to  integrate  their  products  with  Oracle 
applications  under  the  agreement,  so  users 
can  have  access  to  those  applications 
targeted  to  specific  needs. 


• CAI  members  include — 170  Systems, 
American  Business  Computer,  American 
International  Facsimile  Products,  Aurum 
Software  Inc.,  Business  Objects  Inc.,  Clarify 
Inc.,  Datalogix  International,  EDI  Solutions 
Inc.,  HSB  Reliability  Technologies,  i2 
Technologies,  Industri-Matematik,  Intermec 
Corporation,  Mantix  Inc.,  Manugistics  Inc.. 
Pillar  Corporation.  Recognition 
International  Inc.,  Sherpa  Corporation, 
Sterling  Software,  The  System  Works  Inc., 
Trilogy  Development  Group  and  Virtex. 

The  Cooperative  Services  Initiative  (CSI) 
program  teams  Oracle  with  Big  6 consultants, 
systems  integrators,  hardware  vendors  and 
system  management  tools  suppliers  to  build 
the  most  comprehensive  set  of  open 
implementation  services  for  Oracle 
Cooperative  Applications.  CSI  members 
include — Andersen  Consulting,  AT&T  Global 
Information  Solutions,  Computer  Sciences 
Corporation,  Compaq  Computer  Corporation, 
Coopers  & Eybrand,  Data  General,  DEC,  DRT 
Systems  International,  Hewlett-Packard, 

IBM,  Price  Waterhouse,  Pyramid  Technology, 
Sequent  Computer  Systems,  Inc.,  SHE 
Systemhouse,  Solbourne  Computer,  Inc.,  Sun 
Microsystems  and  Unisys. 

In  January  1994,  Oracle  formed  an  alliance 
with  Capital  Cities/ABC  Inc.  to  create 
interactive  products  for  the  information 
superhighway.  CapCities/ABC  is  planning  a 
multimedia  new-on-demand  service.  Besides 
the  TV  network,  the  company  has  eight  TV 
and  eighteen  radio  stations,  eight  radio 
networks,  and  daily  and  weekly  newspapers 
as  well  as  trade  journals. 

In  January  1994,  Oracle  formed  an  alliance 
with  The  Washington  Post  Co.  in  an  effort  to 
jointly  create  interactive  products  for  the 
information  superhighway. 
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• The  Washington  Post  plans  to  explore  new 
forms  of  interactive  electronic  publications 
and  advertising. 

• Oracle's  Media  Server  will  be  the  platform 
that  delivers  these  projects.  The  company 
has  software  to  run  massively  parallel 
processing  (MPP)  computers  that  function 
as  the  servers  to  supply  thousands  of 
simultaneous  streams  of  video,  audio  and 
data  for  mass-market  interactive  services. 

In  January  1994,  Oracle  announced  a 
strategic  alliance  with  Bell  Atlantic 
Corporation.  The  two  companies  plan  to  send 
movies  as  well  as  interactive  services  over  the 
telephone  system,  using  the  Bellcore 
technology  known  as  asymmetric  digital 
subscriber  line,  and  send  a data  stream  of  1.5 
million  bits — about  40  columns  of  newspaper 
text  a second — over  a standard  phone  line. 

In  January  1994,  Oracle  and  General  Magic, 
Inc.  announced  the  signing  of  a cooperative 
development  agreement  to  participate  in  joint 
development  and  marketing  activities  aimed 
at  dehvering  broad  information  access  from 
an  intuitive  user  interface.  Under  this 
agreement,  Oracle  and  General  Magic  are 
integrating  the  Magic  Cap  platform  with  the 
Oracle  Media  Server. 

During  1994,  Oracle  and  U S WEST  agreed  to 
develop  a port  of  Oracle?  Parallel  Server 
database  that  will  support  Pyramid  boxes 
sharing  the  same  database.  The  agreement 
includes  a joint  effort  to  provide  video-on- 
demand  services. 

In  June  1993,  Novell,  Inc.  and  Oracle 
announced  a strategic  agreement  that 
combined  their  technology,  distribution  and 
service  offerings  to  deliver  a line  of  scaleable 
enterprise  network  computing  solutions.  At 
the  heart  of  this  agreement  was  a new 


product  family  called  the  Oracle  Ware  System, 
a combination  of  the  companies'  industry 
leading  products  and  new  multiserver 
messaging  technology. 

In  October  1992,  SAS  Institute  Inc.  and 
Oracle  signed  a multiplatform  marketing  and 
development  agreement  to  provide  Oracle 
customers  with  the  SAS  System's  data  access, 
management,  analysis  and  presentation 
capabilities.  The  agreement  also  includes 
joint  marketing  activities  designed  to  promote 
the  interface  products,  including  cooperative 
sales  activities,  development  and  distribution 
of  joint  promotional  material  and  other 
cooperative  marketing  efforts. 

In  August  1992,  NCR  signed  a multimillion 
dollar  contract  with  Oracle  to  standardize 
Oracle's  manufacturing  and  financial 
management  software  to  run  on  the  NCR 
System  3000  product  line.  The  agreement 
also  outlined  joint  development  efforts 
between  Oracle  and  NCR  to  accelerate  open 
manufacturing  technology  in  the  Oracle 
Applications™  products. 

Clients 

Oracle  products  are  used  in  a number  of 
industries  such  as  financial  services, 
telecommunications,  defense,  manufacturing, 
energy,  government,  healthcare,  retail  and 
transportation. 

Oracle's  client  list  includes,  but  is  not  limited 
to  the  following: 

First  National  bank  of  Chicago,  INC  Bank, 
NOVUS,  U S West,  BT,  STET,  U.S.  Air  Force 
Air  Mobility  Command,  Turkish  Air  Force, 
U.S.  Military  Traffic  Management  Command, 
Unisys,  Northrop  Grumman,  Bayerische 
Motoren  Werke,  Duke  Power,  Petroleos 
Mexicanos,  China  National  Petroleu, 
Corporation,  French  Ministry  of  Economy, 
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Finance  and  Budget,  U.S.  Immigration  and 
Naturalization  Service,  Mosprivat,  Merck  & 
Co.,  The  Women’s  Health  Initiative,  P.E. 
Nelson,  VELUX,  Toys  “R”  Us,  JUSCO, 

Munich  Airport,  SABRE  Decision 
Technologies  and  British  Airways. 

Examples  of  current  contracts  include  the 
following: 

• In  March  1995,  Oracle  signed  a cooperative 
development  and  marketing  agreement  with 
New  York  Life  Insurance  Company  to 
globally  market  Oracle  Life — a suite  of 
client/server  software  applications  for  the 
life  insurance  industry. 

• In  March  1995,  Oracle  announced  that,  as  a 
result  of  its  alliance  with  Datalogix 
International  in  September  1994,  it  had  won 
several  software  contracts  worldwide. 
Contracts  were  signed  with: 

- Valspar  Corporation  of  Minneapolis 

- ALCOA’s  Industrial  Chemical  Division  in 
Pittsburgh 

- Associated  Milk  Producers,  Inc.  (AMPI)  of 
San  Antonio 

- Thorntons  P.L.C.  of  UK 

• In  March  1995,  Oracle’s  financial  and 
engineering  applications  were  selected  by 
Baltimore  Gas  and  Electric  Company  (BGE) 
to  run  its  $8  billion  enterprise. 
Implementation  of  Oracle’s  products  and 
services  is  estimated  at  approximately  $1 
million. 

Competition 

Oracle  competes  with  different  companies  in 
the  various  markets  it  addresses: 


• Principal  competitors  in  the  client/server 
database  marketplace  include  Informix 
Corporation,  Sybase  Inc.,  Computer 
Associates  International,  Inc.  and  Progress 
Software  Corporation. 

• Oracle  also  competes  with  hardware 
systems  vendors,  such  as  DEC  and  IBM, 
that  sell  or  license  database  software. 

• Competitors  in  the  applications  market 
include  SAP  America  and  Dun  & Bradstreet 
Software  Services. 

• In  the  tools  market,  Oracle  competes  with 
Sterling  Software  (KnowledgeWare), 
PowerSoft  and  Microsoft. 

INPUT  Assessment 

Oracle's  major  strengths  include  : 

• A large  and  well  established  company 

• Aggressive  and  effective  sales  and 
marketing 

• Leading  technology 

Oracle  is  currently  the  number  one  RDBMS 
vendor,  with  fiscal  1994  revenue  of  $2  billion. 

Oracle  is  in  a leadership  position  in 
symmetrical  processing  and  parallel 
processing  markets. 

Oracle  is  taking  position  as  provider  of 
"multimedia  server",  with  multiple  alliances 
with  TV  and  entertainment  firms.  This  is  a 
strategic  position  in  the  creation  of  the 
information  superhighway. 

Oracle  has  a good  public  relations  machine 
that  IS  paving  the  way  into  multimedia  server. 
Massively  Parallel  Processing  (MPP)  worlds. 
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500  Oracle  Parkway 
Redwood  City,  CA  94065 
(415)  506-7000 


Lawrence  J.  Ellison,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  7,466(6/91) 

Total  Revenue,  Fiscal  Year  End 
5/31/91:  $1,027,949,000 


The  Company  Oracle  Systems  Corporation  develops,  markets,  and  supports 

software  products  for  data  base  management,  computer-aided 
software  engineering  (CASE),  applications  development,  decision 
support,  network  communications,  and  office  automation.  The 
company's  principal  product,  the  ORACLE* *^  relational  DBMS,  is  a 
SQL-based,  relational  data  base  management  system  that  runs  on  a 
broad  range  of  computers.  During  1988  and  1989,  Oracle  expanded 
its  offerings  to  include  financial,  manufacturing,  and  office 
automation  applications  software  products  and  systems  integration 
services. 

• Oracle  was  founded  in  June  1977  as  Relational  Software,  Inc.  In 
January  1983,  the  company  changed  its  name  to  Oracle 
Corporation  to  better  identify  with  its  well-known  ORACLE 
relational  data  base  management  software  product.  In  June 
1985,  Oracle  Systems  Corporation  was  formed  as  the  parent 
company  of  Oracle. 

• Oracle  made  an  initial  public  offering  of  2.1  million  shares  of 
common  stock  in  March  1986.  Net  proceeds  were  approximately 
$14  million. 

During  fiscal  1991,  Oracle  restated  its  prior  financial  statements  to 
correct  for  errors  in  the  recording  of  previously  recognized 
revenues,  and  to  change  the  company's  method  of  accounting  for 
maintenance  revenues. 

• Oracle  increased  the  reserve  for  uncollectible  accounts  by  about 
$42  million  in  the  third  quarter  of  fiscal  1991  to  correct  these 
errors,  and  subsequently  restated  prior  years'  results  to  reflect  the 
reductions  in  revenues  where  appropriate.  The  impact  of  this 
adjustment  was  an  increase  in  previously  reported  revenues  of  $3 
million  for  the  first  six  months  of  fiscal  1991,  and  a decrease  in 
previously  reported  revenues  of  $38  million  in  fiscal  1991. 
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• The  cumulative  effect  from  the  change  in  the  method  of 
accounting  for  maintenance  revenue  decreased  fiscal  1989 
revenue  by  $7.2  million  and  net  income  by  $5.2  million. 

Oracle's  fiscal  1991  revenue  reached  $1.03  billion,  a 12%  increase 
over  fiscal  1990  revenue  of  $916.4  million.  Net  losses  were  $12.4 
million  in  fiscal  1991,  compared  to  net  income  of  $80.9  million  for 
fiscal  1990.  In  the  five-year  summary  that  follows,  results  for  fiscal 
1990  and  1989  have  been  restated  to  reflect  the  changes  in 
accounting  previously  discussed: 


ORACLE  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

5/91 

5/90 

5/89 

5/88 

5/87 

Revenue 

$1,027.9 

$916.4 

$570.6 

$282.1 

$131.3 

• Percent  increase 

from  previous  year 

12% 

61% 

102% 

115% 

137% 

Income  (loss)  before  taxes 
• Percent  increase 

$(13.2) 

(a) 

$118.2 

$107.2 

$65.0 

$27.9 

(decrease)  from 

previous  year 

(111%) 

10% 

65% 

133% 

166% 

Net  income  (loss) 

• Percent  increase 

$(12.4) 

$80.9 

$67.5 

(b) 

$42.9 

$15.6 

(decrease)  from 

previous  year 

(115%) 

20% 

57%' 

175% 

165% 

Earnings  (loss)  per  share 
• Percent  increase 
(decrease)  from 

$(0.09) 

$0.59 

$0.50 

(b) 

$0.32 

$0.12 

previous  year 

(115%) 

18% 

56% 

167% 

140% 

(a)  Includes  charges  of  $8.9  million  related  to  the  consolidation  of  offices,  and  provisions  against 
revenue  for  consulting  and  other  lost  contracts. 


(b)  Includes  the  cumulative  effect  from  a change  in  accounting  of  $5.2  million  ($0.04  per  share). 


For  fiscal  1991,  due  in  part  to  a general  slowdown  in  the  domestic 
economy,  license  revenues  decreased  from  the  prior  year  and  total 
revenue  grew  only  12%  from  the  prior  year.  Lower  than  anticipated 
revenue  levels,  coupled  with  significant  investments  in  personnel 
and  facilities,  resulted  in  increases  in  operating  expenses  as  a 
percent  of  total  revenue  and  in  a significant  decrease  in  margins. 

• Sales  and  marketing  expenses  were  nearly  54%  of  revenue 
($551.5  million)  in  fiscal  1991,  compared  to  51%  of  revenue 
($465.1  million)  in  fiscal  1990. 
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• Cost  of  services--which  includes  consulting,  training,  and 
maintenance  personnel  expenses-reached  26%  of  revenue 
($266.4  million)  for  fiscal  1991,  compared  to  18%  of  revenue 
($160.4  million)  for  fiscal  1990. 

• Research  and  development  expenditures  (prior  to  the  effect  of 
capitalized  amounts)  were  approximately  $82.7  million  (8%  of 
revenue)  in  fiscal  1991,  $88.3  million  (10%  of  revenue)  in  fiscal 
1990,  and  $52.6  million  (9%  of  revenue)  in  fiscal  1989. 

Revenue  for  the  three  months  ending  August  31,  1991  was  $244.7 

million  a 14%  increase  over  $214.8  million  for  the  same  period  in 

1990.  Net  income  reached  $2.4  million,  compared  to  net  losses  of 

$28.7  million  for  the  same  period  a year  ago. 

• Oracle  management  attributes  the  significant  improvement  in 
net  income  to  a combination  of  higher  software  license  and 
service  revenues  and  to  reduced  sales  and  marketing  expenses. 

Oracle  is  currently  organized  into  the  following  business  units: 

• Desktop  Products:  PC,  OS/2,  Macintosh 

• UNIX 

• Minicomputer  Systems:  VMS,  HP  MPE/XL,  Wang,  DG 
AOS/VS,  and  Tandem 

• IBM:  MVS,  VM,  AS/400 

• CASE:  CASE ‘Designer,  CASE*Generator,  CASE*Dictonary, 
CASE ‘Exchange 

• Tools  & Multimedia:  SQL‘ Forms,  SQL‘Menu,  SQL‘Plus, 
SQL‘ReportWriter,  Oracle  Graphics 

• RDBMS 

• Applications:  Financials,  Manufacturing,  Human  Resources 

• New  Technologies:  Oracle  Card 

• Office  Automation:  Oracle  Mail  and  decision  support  products 

• The  Network  Products  Division,  formed  in  September  1989,  was 
established  to  enhance  Oracle's  SQL‘Net  connectivity  tool;  to 
extend  Oracle's  leadership  in  distributed  data  base  technology;  to 
develop  new  software  tools  that  simplify  customer  development 
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of  applications  for  networks;  and  to  develop  products  and 
services  that  will  enable  customers  to  operate,  administer,  and 
maintain  their  distributed,  heterogeneous  information  systems. 

• Oracle  Secure  Systems  was  formed  in  April  1989  to  lead  the 
development  and  marketing  of  high-security  relational  data  base 
management  systems  applications  to  commercial  and 
government  organizations  worldwide.  Oracle  has  been  working 
with  the  National  Computer  Security  Center  since  July  1988  to 
develop  data  base  security  capabilities  that  will  be  incorporated 
into  ORACLE. 

Oracle  also  has  two  subsidiaries  as  follows: 

• Oracle  Data  Publishing,  formed  in  November  1989,  is  a 
subsidiary  whose  charter  is  to  provide  customer  access  to  a 
variety  of  computer-based  information  services.  It  will  acquire 
and  sell,  in  electronic  format,  a range  of  data  and  information 
that  many  Oracle  customers  already  use  in  print  form. 

• Oracle  Complex  Systems  Corporation  (OCSC),  formed  in  1988, 
provides  systems  integration  services.  The  business  was 
expanded  later  in  1988  with  the  acquisition  of  Falcon  Systems, 
Inc.  of  Bethesda  (MD). 

As  of  May  31,  1991,  Oracle  had  7,466  full-time  employees  (of  which 
3,482  were  in  the  U.S.  and  3,984  were  employed  in  36  other 
countries).  As  of  August  31,  1991,  the  company  had  7,567 
employees  (3,467  U.S.  and  4,100  international)  segmented  as 
follows: 


Marketing 

471 

Sales  and  services 

5,032 

Research  and  development 

1,094 

General  and  administrative 

970 

7,567 

Oracle's  data  base  management  software  competitors  include  the 
following: 

• IBM  mainframe  market:  IBM  (DB2  and  SQL/DS),  Computer 
Associates  (IDMS/R,  DATACOM),  Cincom  (Supra), 
Information  Builders  (FOCUS),  and  Software  AG  (AD ABAS) 

• Minicomputer  market:  ASK/Ingres  (INGRES),  Cognos 
(Powerhouse),  Data  General  (DG/SQL),  DEC  (RDB),  Sybase 
(SYBASE),  and  Wang  (Pace) 


Page  4 of  11 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


November  1991 


ORACLE  SYSTEMS  CORPORATION 


INPUT 


• IBM-compatible  microcomputer  market:  Ashton-Tate/Borland 
(dBASE)  and  Information  Builders  (PC  FOCUS) 

• UNIX-based  microcomputer  market:  Unify  Corporation 
(UNIFY),  Informix  (INFORMIX),  and  ASK/Ingres  (INGRES) 

In  the  application  software  market,  competitors  include  Dun  & 
Bradstreet  Software  Services,  ASK  Computer  Systems,  Ross 
Systems,  Walker  Interactive  Systems,  and  SAP. 


Key  Products  and  A three-year  summary  of  source  of  revenue,  as  provided  by  Oracle, 
Services  follows: 


ORACLE  SYSTEMS  CORPORATION 
THREE-YEAR  SOURCE-OF-REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

5/91 

5/90 

5/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  licenses  (a) 

$645.5 

63% 

$664.6 

73% 

$417.8 

73% 

Software  maintenance 

156.3 

15% 

84.8 

9% 

38.8 

7% 

Consulting  and  training 

226.1 

22% 

167.0 

18% 

114.0 

20% 

TOTAL 

$1,027.9 

100% 

$916.4 

100% 

$570.6 

100% 

(a)  Software  licenses,  systems  integration,  and  documentation. 


Oracle's  fiscal  1991  revenue  was  further  segmented  as  follows: 

• Approximately  85%  ($550  million)  of  software  license  revenue 
was  derived  from  systems  software  products,  7%  ($42  million) 
from  application  software,  and  8%  ($54  million)  from  systems 
integration  services  (Oracle  Complex  Systems),  documentation 
services,  and  other. 

• Approximately  47%  ($304  million)  of  software  license  revenue 
was  for  UNIX-based  computers,  28%  ($178  million)  for  DEC 
computers,  3%  ($22  million)  for  IBM  computers,  7%  ($48 
million)  for  desktop  systems,  6%  ($38  million)  for  other 
minicomputers,  and  8%  ($54  million)  for  other  systems. 
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Systems  Software: 

Oracle's  principal  product  is  the  ORACLE  relational  data  base 
management  system.  ORACLE  allows  users  to  define,  retrieve, 
manipulate,  and  control  data  stored  in  a computer  using  the  SQL 
nonprocedural  language. 

• In  addition,  its  distributed  data  base  architecture  allows 
customers  to  write  applications  that  operate  on  data  distributed 
across  multiple  ORACLE  data  bases.  It  also  allows  users  to 
query  information  on  multiple  computers  with  separate 
ORACLE  data  bases  without  specifying  the  location  of  the 
information.  ORACLE  contains  a product  component  called 
SQL*Connect,  which  is  a gateway  to  non-ORACLE  data  bases 
and  supports  IBM's  DB2  and  SQL/DS,  DEC'S  RMS,  and  HP 
Turbo  Image. 

• ORACLE  is  adaptable  or  portable  to  most  computer  hardware 
and  operating  systems.  This  portability  allows  customers  to  use 
the  same  data  base  management  software  and  user  interface  on 
all  machines.  ORACLE  has  been  ported  to  a variety  of 
microcomputers,  minicomputers,  and  mainframes. 

• SQL*Net*^  is  a connectibility  tool  that  makes  it  possible  for  an 
ORACLE  application  on  one  machine  to  access  its  local  data 
base  and  simultaneously  access  remote  data  bases  on  other 
machines  running  ORACLE  (as  well  as  other  non-ORACLE 
data  bases)  anywhere  within  a communications  network. 

• Maintenance  services  are  available  at  a cost  of  7.5%  to  22%  of 
the  current  license  list  price  per  year.  Maintenance  services 
include  technical  support,  system  updates,  and  user 
documentation. 

The  company  currently  offers  the  following  applications 
development  productivity  tools  as  separate  add-on  products  for 
ORACLE: 

• SQL*Forms*^  allows  applications  developers  to  design,  prototype, 
and  customize  forms-based  applications  without  programming. 

• SQL*ReportWriter™  allows  applications  developers  to  create 
highly  formatted  reports  without  programming. 

• SQL* Menu allows  applications  designers  to  build  a dynamic 
menu  interface  to  ORACLE  and  non-ORACLE  products  and 
applications. 
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• SQL*Plus^^  allows  users  to  execute  SQL  queries  interactively  and 
from  a command  file,  as  well  as  perform  data  administration  and 
data  transfer  functions. 

• Oracle  Graphics*^  allows  users  to  generate  high-resolution  pie, 
line,  or  bar  graphs  from  data  stored  in  an  ORACLE  data  base. 

• CASE*Method^’^  provides  a structure  for  systems  designers  to 
develop  and  implement  systems. 

• CASE*  Dictionary™  supports  the  CASE ‘Method  and  provides 
utilities  to  help  systems  designers  develop,  implement,  and 
document  application  systems. 

• CASE’Designer™  provides  a bit-mapped  graphical  interface  to 
CASE*  Dictionary. 

• CASE ‘Generator™  allows  applications  developers  to  generate 
working  SQL* Forms  applications  using  information  in 
CASE  * Dictionary. 

Oracle  currently  offers  the  following  decision  support  products  for 

use  with  ORACLE: 

• SQL*QMX™  is  an  ad  hoc  query  and  fill-in-the-blank  reporting 
tool  for  end  users. 

• SQL*Calc*^  provides  a spreadsheet  interface  to  ORACLE  and 
allows  users  to  access  and  modify  the  data  base  from  within  a 
SQL*Calc  spreadsheet. 

• Easy*SQL"^  gives  casual  and  novice  users  a simple  interface  to 
build  and  use  ORACLE  data  bases  without  having  to  learn  SQL 
command  syntax. 

• The  ORACLE  data  base  add-in  for  Lotus  1-2-3  allows  Lotus  1-2- 
3 users  to  access  and  manipulate  ORACLE  data  from  within  a 1- 
2-3  spreadsheet.  This  product  is  available  on  VMS,  MS-DOS, 
and  Sun  OS. 

Oracle  also  offers  the  Pro*  series  of  six  tools  that  allows  a 

programmer  to  access  an  ORACLE  data  base  using  SQL  from 

programs  written  in  traditional  programming  languages. 

• These  tools-called  Pro*COBOL*^,  Pro*C™,  Pro*FORTRAN'^, 
Pro*Ada*^,  Pro*PL/lR  and  Pro ‘Pascal ’^--provide  programmatic 
interfaces  to  the  indicated  languages. 
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• The  Pro*  series  of  tools  is  available  on  most  of  the  computers 
and  operating  systems  on  which  ORACLE  is  available. 

Applications  Software: 

Oracle's  office  automation  applications  software  products  available 
for  use  with  ORACLE  include  SQL*  Calc,  the  ORACLE  data  base 
add-in  for  Lotus  1-2-3,  and  Oracle* Mail™  (a  portable,  distributed 
electronic  mail  system  introduced  in  October  1989). 

Oracle  offers  several  families  of  application  software  products  that 
support  ORACLE  and  Oracle's  development  and  decision  support 
tools.  The  products  are  being  ported  to  the  same  hardware 
platforms  on  which  ORACLE  is  available. 

• Oracle  Financials'™,  introduced  in  1988,  is  a family  of  accounting 
application  software  products  designed  for  centralized  and 
decentralized  accounting  departments  in  companies  of  any  size. 

- Oracle  Financials  products  currently  include  Oracle  General 
Ledger™,  Oracle  Payables™,  Oracle  Assets™,  Oracle 
Payables™,  Oracle  Receivables™,  Oracle  Revenue 
Accounting™,  and  Oracle  Personnel™. 

- Initial  license  fees  for  the  products  range  from  $20,000  to 
$5 13,000,  depending  on  the  platform  and  number  of  users. 

• Oracle  Government  Financials,  introduced  in  September  1989,  is 
a family  of  integrated  accounting  software  packages  for  federal, 
state,  and  local  governments. 

- The  product  family  includes  Oracle  Government  General 
Ledger,  Oracle  Government  Purchasing,  Oracle  Government 
Payables,  Oracle  Government  Revenue  Accounting,  and 
Oracle  Government  Receivables. 

- Initial  license  fees  for  the  products  range  from  $20,000  to 
$513,000,  depending  on  the  platform  and  number  of  users. 

• Oracle  Core  Manufacturing,  introduced  in  October  1989,  is  a 
full-function  manufacturing  product  family  tightly  integrated  with 
Oracle  Financials. 

- Products  include  Oracle  Inventory,  Oracle  Bill  of  Materials, 
Oracle  Work  in  Process,  Oracle  Master  Scheduling,  Oracle 
MRP,  and  Oracle  Order  Entry. 
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- The  products  are  currently  available  for  DEC  VAX/ VMS, 
Data  General,  Hewlett-Packard,  Sequent,  and  Pyramid 
computers,  and  will  be  ported  to  Sun  and  other  mainframe, 
minicomputer,  workstation,  and  microcomputer  systems  on 
which  ORACLE  is  available. 

Systems  Integration/Consulting/T raining: 

Oracle  Complex  Systems  Corporation  (OCSC)  provides  systems 
integration  services  to  both  commercial  and  government  clients.  As 
a systems  integrator,  OCSC  assumes  full  responsibility  for  the 
integration  of  hardware,  software,  networks,  facilities,  and  services. 

• OCSC  specializes  in  combining  the  ORACLE  RDBMS  and 
other  Oracle  products  with  various  non-Oracle  hardware, 
communications  technology,  and  software,  and  associated 
support  services. 

• Current  activities  cover  a range  of  complex  projects,  including: 
systems  engineering,  project  management,  prime  contracting,  and 
systems  integration. 

• OCSC  is  a leading  provider  of  systems  integration  services  in  the 
area  of  image  processing  technology.  OCSC  has  participated  in 
one  of  the  world's  largest  imaging  projects  and  includes 
customers  in  the  federal,  state,  and  commercial  markets. 

Consulting  services  include  strategic  systems  planning,  systems 
management,  systems  architecture  development,  customized 
applications  development,  and  in-house  technology  integration 
support.  Consulting  projects  range  from  ad  hoc  consultations  billed 
by  the  hour  to  fixed-price  custom  development  projects  in  excess  of 
$1  million. 

Oracle  operates  education  centers  at  most  of  its  major  offices  and 
also  offers  on-site  training  in  support  of  customers'  use  of  the 
company's  software  products.  Training  and  education  courses  range 
from  hourly  fixed-price  classes  to  custom  seminars. 


Oracle's  products  are  targeted  to  clients  across  indutries  and 
specific  vertical  groups,  including  the  federal  government,  the 
public  sector,  computer-integrated  manufacturing,  federal  systems 
integrators,  pharmaceuticals,  utilities,  higher  education, 
telecommunications,  and  oil  and  gas. 
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Oracle  also  distributes  its  products  through  OEMs  and  VARs  that 
combine  ORACLE  with  their  hardware  or  software  products  and 
redistribute  the  combined  product. 

• Computer  manufacturers  that  have  the  right  to  relicense 
ORACLE  under  agreements  with  the  company  include 
American  Telephone  & Telegraph  Company,  Arix  Systems 
Corporation,  Bull  HN  Information  Systems,  Control  Data 
Corporation,  Convex  Computer,  Danish  Data  Electronics,  Data 
General,  Datapoint  Corporation,  Edge  Computer,  ELXSI 
Systems,  Encore  Computer  Corporation,  FileNet  Corp.,  Harris 
Corporation,  IBM  (for  the  System/88  and  RT  PC  machines), 
Intergraph,  MIPS  Computer  Systems,  Motorola,  NEC,  NCR 
Corporation,  NTT,  Olivetti,  Prime  Computer,  Pyramid 
Technology  Corporation,  Sequent  Computer  Systems,  Stratus 
Computer,  Texas  Instruments,  Toshiba  Corporation,  and  Unisys 
Corporation. 


Geographic  Oracle  derived  approximately  38%  of  fiscal  1991  revenue  from  the 

Markets  U.S.,  50%  from  Europe,  and  12%  from  other  international 

operations.  A three-year  summary  of  source  of  revenue  follows: 


ORACLE  SYSTEMS  CORPORATION 
THREE-YEAR  SOURCE-OF-REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

5/91 

5/90 

5/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$394.3 

38% 

$451.6 

49% 

$294.0 

52% 

Europe 

506.2 

50% 

350.9 

38% 

194.9 

34% 

Other 

127.4 

12% 

113.9 

12% 

81.7 

14% 

TOTAL 

$1,027.9 

100% 

$916.4 

100% 

$570.6 

100% 

Oracle  markets  its  products  through  a direct  sales  force  in  the  U.S. 
and  through  35  wholly  owned  subsidiaries  and  independent 
distributors  in  foreign  countries. 

• Oracle  maintains  offices  in  41  U.S.  metropolitan  areas. 

• International  wholly  owned  subsidiaries  market  and  support 
Oracle  products  in  Austria,  Australia,  Belgium/Luxembourg, 
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Brazil,  Canada,  Denmark,  Finland,  France,  Greece,  Hong  Kong, 
Ireland,  Japan,  Malaysia,  Mexico,  the  Middle  East,  the 
Netherlands,  New  Zealand,  Norway,  the  People's  Republic  of 
China,  Portugal,  Singapore,  Spain,  Sweden,  Switzerland,  Turkey, 
the  U.K.,  West  Africa,  and  West  Germany. 

• International  distributors  are  located  in  Anguilla,  Antigua, 
Argentina,  Barbados,  Barbuda,  Brazil,  Canada,  Chile,  Columbia, 
Dominica,  Equador,  Granada,  Guyana,  Guatemala,  India, 
Indonesia,  Italy,  Ivory  Coast,  Jamaica,  Japan,  Monserrat,  Nevis, 
Nigeria,  Norway,  Paldstan,  the  Philippines,  Portugal,  South 
Korea,  St.  Kitts,  St.  Lucia,  St.  Vincent,  Surinam,  Taiwan, 
Thailand,  Trinidad,  Uruguay,  Venezuela,  Yugoslavia,  and 
Zimbabwe. 


Oracle  has  various  computers  installed  at  its  headquarters  in 
Redwood  City. 
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ORACLE  SYSTEMS 
CORPORATION 

20  Davis  Drive 
Belmont,  CA  94002 
(415)  598-8000 


Lawrence  J.  Ellison,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  4,148 
Total  Revenue,  Fiscal  Year  End 
5/31/89:  $583,673,000 


The  Company  Oracle  Systems  Corporation  develops,  markets,  and  supports 

software  products  used  for  data  base  management,  applications 
development,  decision  support,  and  computer  network 
communications.  The  company's  principal  product,  the 
ORACLE^  relational  DBMS,  is  a SQL-based,  relational  data  base 
management  system  that  runs  on  a broad  range  of  computers. 
During  1988  and  1989,  Oracle  expanded  its  offerings  to  include 
financial,  manufacturing,  and  office  automation  applications 
software  products  and  systems  integration  services. 

• Oracle  was  founded  in  June  1977  as  Relational  Software,  Inc. 

In  January  1983,  the  company  name  was  changed  to  Oracle 
Corporation  to  better  identify  with  its  well-known  ORACLE 
relational  data  base  management  software  product.  In  June 
1985,  Oracle  Systems  Corporation  was  formed  as  the  parent 
company  of  Oracle. 

• In  March  1986,  Oracle  made  an  initial  public  offering  of  2.1 
million  shares  of  common  stock,  of  which  one  million  shares 
were  offered  by  the  company  and  the  remaining  1.1  million 
shares  by  shareholders.  Net  proceeds  were  approximately  $14 
million. 

During  1989,  Oracle  established  several  new  strategic  business 
units  as  part  of  its  strategy  to  meet  customers'  ever-changing 
requirements  and  to  expand  its  product/service  base. 

• In  October  1989,  Oracle  established  its  U.S.  Manufacturing 
Group  and  announced  a three-pronged  strategy  for  entering  the 
computer-integrated  manufacturing  (CIM)  marketplace. 

- Strategy  components  include  the  following:  ORACLE, 
which  will  serve  as  a foundation  for  all  applications 
development  and  integration;  the  Oracle  Manufacturing  and 
Oracle  Financials  product  families;  and  working  with  CIM 
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Partners  who  have  developed  Oracle-based  engineering  or 
shop  floor  applications. 

• Oracle  Data  Publishing,  formed  in  November  1989,  is  a 
subsidiary  whose  charter  is  to  provide  customers  access  to  a 
variety  of  computer-based  information  services.  It  will  acquire 
and  sell,  in  electronic  format,  a range  of  data  and  information 
which  many  Oracle  customers  already  use  in  print  form. 

• The  Graphics  Products  Division,  formed  in  September  1989,  is 
chartered  to  produce  and  market  a range  of  graphics-oriented 
products  for  end  users  and  applications  developers,  and  to 
provide  graphics  technologies  to  other  Oracle  units  for  future 
products. 

• The  Network  Products  Division,  formed  in  September  1989, 
was  established  to  enhance  Oracle's  SQL*Net  connectivity  tool; 
to  extend  Oracle's  leadership  in  distributed  data  base 
technology;  to  develop  new  software  tools  that  simplify 
customer  development  of  applications  for  networks;  and  to 
develop  products  and  services  that  will  enable  customers  to 
operate,  administer,  and  maintain  their  distributed, 
heterogeneous  information  systems. 

• Oracle  Secure  Systems  was  formed  in  April  1989  to  lead  the 
development  and  marketing  of  high  security  relational  data 
base  management  systems  applications  to  commercial  and 
government  organizations  worldwide.  Oracle  has  been  working 
with  the  National  Computer  Security  Center  since  July  1988  to 
develop  data  base  security  capabilities  which  will  be 
incorporated  into  ORACLE. 

• In  June  1988,  Oracle  entered  the  systems  integration  business 
through  the  formation  of  its  subsidiary,  Oracle  Complex 
Systems  Corporation  (OCSC).  The  business  was  expanded 
later  in  1988  with  the  acquisition  of  Falcon  Systems,  Inc. 

- Falcon  Systems  (Bethesda,  MD)  was  purchased  by  OCSC  in 
November  1988  for  $13.7  million  in  cash  and  $4.6  million  in 
notes. 

- Falcon  Systems,  a provider  of  systems  integration  services  to 
federal  government  clients,  had  approximately  200 
employees  at  the  time  of  the  acquisition  and  estimated  1988 
revenue  of  $40  million. 

Oracle's  fiscal  198^  revenue  reached  $583.7  million,  a 107% 

increase  over  fiscal  1988  revenue  of  $282.1  million.  Net  income 
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increased  91%,  from  $42.9  million  in  fiscal  1988  to  $81.8  million  in 
fiscal  1989.  A five-year  financial  summary  follows: 


ORACLE  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

5/89 

5/88 

5/87 

5/86 

5/85 

Revenue 

• Percent  Increase 

$583,673 

$282,113 

$131,271 

$55,383 

$23,159 

from  previous  year 

107% 

115% 

137% 

139% 

82% 

Income  before  taxes 
• Percent  increase 

$120,245 

$64,979 

$27,898 

$10,475 

$2,585 

from  previous  year 

85% 

133% 

166% 

305% 

13% 

Net  income 
• Percent  increase 

$81,766 

$42,886 

$15,623 

$5,896 

$1,551 

from  previous  year 

91% 

175% 

165% 

280% 

12% 

Earnings  per  share  (a) 
• Percent  increase 

$0.61 

$0.32 

$0.12 

$0.05 

$0.02 

from  previous  year 

91% 

167% 

140% 

150% 

“ 

(a)  Restated  to  reflect  a 2-for- 1 stock  split  effected  in  June  1989. 


Oracle  management  attributes  revenue  increases  in  fiscal  1989  and 
1988  primarily  to  increases  in  the  number  of  customers  and 
installations  of  the  company's  products.  The  company's  product 
and  customer  base  has  broadened  significantly  during  the  past 
three  fiscal  years  as  the  company  increased  the  number  of 
computers  and  operating  systems  on  which  ORACLE  operates 
and  introduced  new  products  and  services  supporting  ORACLE. 

• Licenses  for  use  on  DEC  minicomputers,  although  increasing  in 
number,  have  declined  from  approximately  50%  of  new  license 
revenue  in  fiscal  1987,  to  43%  in  fiscal  1988  and  35%  in  fiscal 
1989.  Over  the  same  period,  revenue  from  new  licenses  for  use 
on  IBM  and  compatible  mainframes  and  microcomputers  have 
increased  froi  ' a small  percentage  of  revenue  for  fiscal  1987  to 
24%  for  fiscal  1988,  then  decreased  to  12%  in  fiscal  1989. 

• Services  revenue  increased  116%  during  fiscal  1989  primarily 
due  to  growth  in  the  company's  range  of  consulting  and  systems 
integration  services. 

Research  and  development  expenditures  (prior  to  the  effect  of 
capitalized  amounts)  were  approximately  $63.1  mi.xion  (11%  of 
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Key  Products  and 
Services 


revenue)  in  fiscal  1989,  $30.2  million  (11%  of  revenue)  in  fiscal 
1988,  and  $15.1  million  (12%  of  revenue)  in  fiscal  1987. 

Revenue  for  the  six  months  ending  November  30,  1989  reached 
$400  million,  an  87%  increase  over  $214.4  million  for  the  same 
period  in  1988.  Net  income  for  the  period  increased  from  $24.3 
million  to  $40.2  million. 

As  of  May  31,  1989,  Oracle  had  4,148  full-time  employees  (of 
which  2,151  were  located  in  the  U.S.  and  1,997  were  employed  in 
24  other  countries),  segmented  as  follows: 


Marketing 

336 

Sales  and  services 

2,797 

Research  and  development 

519 

General  and  administrative 

496 

4,148 

• Oracle  currently  has  approximately  6,200  employees. 

Competitors  of  Oracle's  data  base  management  software  include 

the  following: 

• IBM  mainframe  market:  IBM  (DB2  and  SQL/DS),  Computer 
Associates  (IDMS/R,  DATACOM),  Cincom  (Supra), 
Information  Builders  (FOCUS),  and  Software  AG  (AD ABAS) 

• Minicomputer  market:  INGRES  Corporation  (INGRES), 
Cognos  (Powerhouse),  Data  General  (DG/SQL),  DEC  (RDB), 
Sybase  (SYBASE),  and  Wang  (Pace) 

• IBM-compatible  microcomputer  market:  Ashton-Tate 
(dBASE)  and  Information  Builders  (PC  FOCUS) 

• UNIX-based  microcomputer  market:  Unify  Corporation 
(UNIFY),  Informix  (INFORMIX),  and  INGRES  Corporation 
(INGRES) 

In  the  application  software  market,  competitors  include 

Mccormack  & Dodge  ^Dun  & Bradstreet  Software  Services),  ASK 

Computer  Systems,  Ross  Systems,  and  Walker  Interactive  Systems. 


A three-year  summary  of  source  of  revenue,  as  provided  by 
Oracle,  follows: 
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ORACLE  SYSTEMS  CORPORATION 
THREE-YEAR  SOURCE-OF-REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

5/89 

5/88 

5/87 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  licenses 

$417.8 

72% 

$205.4 

73% 

$101.3 

77% 

Services  (a) 

165.8 

28% 

76.7 

27% 

30.0 

23% 

TOTAL 

$583.6 

100% 

$282.1 

100% 

$131.3 

100% 

(a)  Includes  maintenance,  training,  and  consulting. 


Oracle's  principal  product  is  the  ORACLE  relational  data  base 
management  system.  ORACLE  allows  users  to  define,  retrieve, 
manipulate,  and  control  data  stored  in  a computer  using  the  SQL 
nonprocedural  language. 

• ORACLE  was  designed  and  written  to  make  it  adaptable  or 
portable  to  most  computer  hardware  and  operating  systems. 
This  portability  allows  customers  to  use  the  same  data  base 
management  software  and  user  interface  on  all  their  machines. 
ORACLE  has  been  ported  to  a variety  of  microcomputers, 
minicomputers,  and  mainframes. 

• The  company  released  the  latest  version  of  ORACLE, 
ORACLE  Version  6.0  with  Transaction  Processing  Subsystem 
(TPS),  during  fiscal  1989. 

• SQL*Net*^  is  a connectibility  tool  that  makes  it  possible  for  an 
ORACLE  application  running  on  one  machine  to  access  its 
local  data  base  and  simultaneously  access  remote  data  bases  on 
other  machines  running  ORACLE  (as  well  as  other  non- 
ORACLE  data  bases),  anywhere  within  a communia  dons 
network. 

• SQL*Star^,  the  company's  distributed  data  base  architecture, 
allows  customers  to  write  applications  that  operate  on  data 
distributed  across  multiple  ORACLE  data  bases.  SQL*  Star 
also  allows  users  to  query  for  information  contained  on  multiple 
computers  with  separate  ORACLE  data  bases  without 
specifying  the  location  of  any  of  that  information.  SQL*  Star 
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contains  a product  component  called  SQL*  Connect,  which  is 
designed  to  be  a gateway  to  non-ORACLE  data  bases  and 
initially  supports  IBM's  DB2,  SQL/DS,  and  RMS. 

• The  price  for  a microcomputer  version  of  ORACLE  ranges 
from  $199  to  over  $46,000,  A minicomputer  or  mainframe 
version  ranges  in  price  from  $4,600  to  approximately  $294,000. 
Some  site  discounts  for  multiple  licenses  are  available. 
Maintenance  services  are  available  at  a cost  of  15%  to  22%  of 
the  current  license  list  price  per  year.  Maintenance  services 
include  technical  support,  system  updates,  and  user 
documentation. 

The  company  currently  offers  the  following  applications 

development  productivity  tools  as  separate  products  to  be  used  as 

add-ons  to  ORACLE: 

• SQL*Forms^  allows  applications  developers  to  design, 
prototype,  and  customize  forms-based  applications  without 
programming. 

• SQL'ReportWriter™  allows  applications  developers  to  create 
highly  formatted  reports  without  programming. 

• SQL*Menu*^  allows  applications  designers  to  build  a dynamic 
menu  interface  to  both  ORACLE  and  non-ORACLE  products 
and  applications. 

• SQL’Plus*^  allows  users  to  execute  SQL  queries  interactively 
and  from  a command  file,  as  well  as  perform  data 
administration  and  data  transfer  functions. 

• SQL*Graph'^  allows  users  to  generate  high  resolution  pie,  line, 
or  bar  graphs  from  data  stored  in  an  ORACLE  data  base. 

• SQL*Report^  lets  applications  developers  build  complex 
reports  programmatically, 

• CASE*Method^^  is  a methodology  that  provides  a structu»-e  for 
systems  designers  to  develop  and  implement  systems. 

• CASE ‘Dictionary™  supports  the  CASE ’Method,  providing 
utilities  to  help  systems  designers  develop,  implement,  and 
document  application  systems. 

• CASE ‘Designer™  provides  a bit-mapped  graphical  interface  to 
CASE  ‘Dictionary. 
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• CASE*Generator™  allows  applications  developers  to  generate 
working  SQL’Forms  applications  using  information  in 
CASE  * Dictionary. 

• SQL'Forms,  SQL’Plus,  and  SQL’Report  are  available  on  all 
of  the  computers  and  operating  systems  on  which  ORACLE 
Version  6.0  is  available.  SQL*ReportWriter,  SQL*  Menu,  the 
CASE*  products,  and  SQL*Graph  are  or  are  intended  to 
become  available  on  most  of  the  significant  computers  and 
operating  systems  on  which  ORACLE  is  available. 

Oracle  currently  offers  the  following  decision  support  products  for 

use  with  ORACLE: 

• SQL*QMX™  is  an  ad  hoc  query  and  fill-in- the-blank  reporting 
tool  for  end  users. 

• SQL*Calc^  provides  a spreadsheet  interface  to  ORACLE  and 
allows  users  to  access  and  modify  the  data  base  from  within  a 
SQL*  Calc  spreadsheet. 

• Easy*SQL*^  gives  casual  and  novice  users  a simple  interface  to 
build  and  use  ORACLE  data  bases  without  having  to  learn 
SQL  command  syntax. 

• The  ORACLE  data  base  add-in  for  Lotus  1-2-3  allows  Lotus  1- 
2-3  users  to  access  and  manipulate  ORACLE  data  from  within 
their  1-2-3  spreadsheet.  This  product  is  available  on  MS-DOS. 

• Except  for  ORACLE  for  1-2-3,  the  above  decision  support 
products  are  currently  available  on  DEC  VAX  minicomputers 
using  the  VMS  operating  system  and  on  the  IBM  PC/XT, 
PC/AT,  PS/2,  and  compatible  microcomputers.  The  company 
intends  to  port  all  four  products  to  other  computer  models  and 
plans  to  introduce  additional  decision  support  products  in  the 
future. 

Oracle  also  offers  the  Pro*  series  of  six  tools  that  allows  a 

programmer  to  access  an  ORACLE  data  base  using  SQL  from 

programs  written  in  traditional  programming  languages. 

• These  tools  - called  Pro*COBOL^  Pro*C™, 

Pro* FORTRAN Pro*Ada^,  Pro*PL/l^,  and  Pro*Pascal^  - 
provide  programmatic  interfaces  to  the  indicated  languages. 

• The  Pro*  series  of  tools  is  available  on  most  of  the  computers 
and  operating  systems  on  which  ORACLE  is  available. 
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Oracle's  office  automation  applications  software  products 
available  for  use  with  ORACLE  include  SQL*  Calc,  the  ORACLE 
data  base  add-in  for  Lotus  1-2-3,  and  Oracle’Mail™,  a portable, 
distributed  electronic  mail  system  introduced  in  October  1989. 

Oracle  offers  several  families  of  application  software  products 
which  support  ORACLE  and  Oracle's  development  and  decision 
support  tools.  The  products  are  being  ported  to  the  same 
hardware  platforms  on  which  ORACLE  is  available. 

• Oracle  Financials™,  introduced  in  1988,  is  a family  of 
accounting  application  software  products  designed  for 
centralized  and  decentralized  accounting  departments  in 
companies  of  any  size. 

- Oracle  Financials  products  currently  include  Oracle  General 
Ledger™,  Oracle  Payables™,  Oracle  Assets™,  Oracle 
Payables™,  Oracle  Receivables™,  Oracle  Revenue 
Accounting™,  and  Oracle  Personnel. 

• Oracle  Government  Financials,  introduced  in  September  1989, 
a family  of  integrated  accounting  software  packages  for  federal, 
state,  and  local  governments. 

- The  product  family  includes  Oracle  Government  General 
Ledger,  Oracle  Government  Purchasing,  Oracle 
Government  Payables,  Oracle  Government  Revenue 
Accounting,  and  Oracle  Government  Receivables. 

• Oracle  Core  Manufacturing,  introduced  in  October  1989,  is  a 
full-function  manufacturing  product  family  tightly  integrated 
with  Oracle  Financials. 

- Products  include  Oracle  Inventory,  Oracle  Bill  of  Materials, 
Oracle  Work  in  Process,  Oracle  Master  Scheduling,  Oracle 
MRP,  and  Oracle  Order  Entry. 

- The  products  are  currently  available  for  DEC  VAX/ VMS, 
Data  General,  Hewlett-Packard,  Sequent,  and  Pyramid 
computers,  and  will  be  ported  to  Sun  and  other  mainframe, 
minicomputer,  workstation,  and  microcomputer  systems  on 
which  ORACLE  is  available. 

Oracle  also  provides  the  following  services: 

• Oracle  Complex  Systems  Corporation  (OCSC)  is  an  Oracle 
'nosidiary  formed  during  fiscal  1989  that  provides  systems 
integration  services  to  both  commercial  and  government  clients. 
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As  a systems  integrator,  OCSC  assumes  full  responsibility  for 
the  integration  of  hardware,  software,  networks,  facilities,  and 
services, 

- OCSC  specializes  in  providing  Oracle-based  information 
management  solutions,  combines  with  value-added 
knowledge  and  experience  in  distributed  data  bases  and 
heterogeneous  environments;  building/delivering  fully 
integrated  image  and  compound  data  management  systems; 
and  providing  high  performance  systems  using  parallel 
processing  and  other  emerging  technologies. 

- Current  activities  cover  a range  of  complex  projects 
including:  systems  engineering,  project  management,  prime 
contracting,  and  systems  integration. 

- OCSC  is  a leading  provider  of  systems  integration  services  in 
the  area  of  image  processing  technology,  OCSC  has 
participated  in  one  of  the  world's  largest  imaging  projects 
and  includes  customers  in  the  federal,  state,  and  commercial 
markets. 

• Consulting  services  include  strategic  systems  planning,  systems 
management,  systems  architecture  development,  customized 
applications  development,  and  in-house  technology  integration 
support.  Consulting  projects  range  from  ad  hoc  consultations 
billed  by  the  hour  to  fixed-price  custom  development  projects  in 
excess  of  $1  million. 

• Oracle  operates  education  centers  at  most  of  its  major  offices 
and  also  offers  on-site  training  in  support  of  customers'  use  of 
the  company's  software  products.  Training  and  education 
course  range  from  hourly  fixed-price  classes  to  custom 
seminars. 


Oracle's  products  are  targeted  at  Fortune  2000  companies  and 
other  similarly-sized  organizations  in  the  finance, 
telecommunications,  and  government  sectors. 

• Total  revenue  from  commercial  end  user  software  licenses  was 
approximately  41%,  49%,  and  45%  of  revenue  for  fiscal  1989, 
1988,  and  1987,  respectively. 

• Revenue  from  U.S.  and  non-U.S.  government  users  represented 
approximately  6%,  6%,  and  8%  of  revenue  in  fiscal  1989,  1988, 
and  1987,  respectively. 
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• Revenues  from  OEMs  and  VARs  represented  9%,  10%,  and 
8%  of  total  revenue  for  fiscal  1989,  1988,  and  1987,  respectively. 

Oracle  also  distributes  its  products  through  OEMs  and  VARs  that 
combine  ORACLE  with  their  hardware  or  software  products  and 
redistribute  the  combined  product. 

• Computer  manufacturers  who  have  the  right  to  relicense 
ORACLE  under  agreements  with  the  company  include  Altos 
Computer  Systems,  American  Telephone  & Telegraph 
Company,  Arix  Systems  Corporation,  Bull  HN  Information 
Systems,  Control  Data  Corporation,  Convex  Computer,  Danish 
Data  Electronics,  Data  General,  Datapoint  Corporation,  Edge 
Computer,  ELXSI  Systems,  Encore  Computer  Corporation, 
FileNet  Corp.,  Harris  Corporation,  IBM  (for  the  Syst ‘m/88  and 
RT  PC  machines),  Intergraph,  MIPS  Computer  Systems, 
Motorola,  NEC,  NCR  Corporation,  NTT,  Olivetti,  Prime 
Computer,  Pyramid  Technology  Corporation,  Sequent 
Computer  Systems,  Stratus  Computer,  Texas  Instruments, 
Toshiba  Corporation,  and  Unisys  Corporation. 


Oracle  derived  approximately  52%  of  fiscal  1989  revenue  from  the 
U.S.,  34%  from  Europe  (33%  from  Oracle  subsidiaries  and  1% 
from  distributors),  and  the  remaining  14%  from  other 
international  sources  (virtually  all  from  Oracle  subsidiaries).  A 
three-year  summary  of  source  of  revenue  follows: 
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ORACLE  SYSTEMS  CORPORATION 
THREE-YEAR  SOURCE-OF-REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

5/89 

5/88 

5/87 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

U.S. 

Oracle  domestic 
operations 

$301.7 

52% 

$148.1 

53% 

$69.8 

53% 

International 

Oracle  operations 
• Europe 

192.9 

33% 

98.7 

35% 

47.9 

36% 

• Other  international 

80.3 

14% 

28.1 

10% 

9.5 

8% 

Foreign  distributors 
• Europe 

5.3 

1% 

3.4 

1% 

1.2 

1% 

• Other 

3.5 

“ 

3.7 

1% 

2.9 

2% 

TOTAL 

$583.7 

100% 

$282.1 

100% 

$131.3 

100% 

Oracle  markets  its  products  through  a direct  sales  force  in  the  U.S. 
and  through  wholly  owned  subsidiaries  and  independent 
distributors  in  foreign  countries. 

• Oracle  maintains  offices  in  the  following  U.S.  cities  or 
metropolitan  areas:  Los  Angeles,  Newport  Beach,  Sacramento, 
San  Diego,  and  San  Francisco  (CA);  Denver  (CO);  Phoenix 
(AZ);  Atlanta  (GA),  Chicago  (IL);  Bethesda  (MD);  Boston  and 
Lexington  (MA);  Detroit  and  Grand  Rapids  (MI);  Minneapolis 
(MN);  Kansas  City  and  St.  Louis  (MO);  Iselin  (NJ);  New  York 
Rochester  (NY);  Charlotte  (NC).  Cincinnati,  Cleveland,  and 
Columbus  (OH);  Philadelphia  and  Pittsburgh  (PA);  Dallas  and 
Houston  (TX);  Salt  Lake  City  (UT);  Burlington  (VT);  and 
Seattle  (WA). 

• International  wholly  owned  subsidiaries  market  and  support 
Oracle  products  in  Austria,  Australia,  Belgium/Luxembourg, 
Brazil,  Canada,  Denmark,  Finland,  France,  Greece,  Hong 
Kong/Macau,  Ireland,  Japan,  Malaysia,  Mexico,  the  Middle 
East,  the  Netherlands,  New  Zealand,  Norway,  the  People's 
Republic  of  China,  Portugal,  Singapore,  Spain,  Sweden, 
Switzerland,  Turkey,  the  U.K.,  West  Africa,  and  West 
Germany. 


February  1990 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


Page  11  of  12 


ORACLE  SYSTEMS  CORPORATION 


INPUT 


Computer 
Hardware  and 
Software 


Page  12  of  12 


• International  distributors  are  located  in  Anguilla,  Antiqua, 
Argentina,  Barbados,  Barbuda,  Brazil,  Canada,  Chile, 
Columbia,  Dominica,  Equador,  Granada,  Guyana,  Guatemala, 
India,  Indonesia,  Italy,  Ivory  Coast,  Jamaica,  Japan,  Monserrat, 
Nevis,  Nigeria,  Norway,  Pakistan,  the  Philippines,  Portugal, 
South  Korea,  St.  Kitts,  St.  Lucia,  St.  Vincent,  Surinam,  Taiwan, 
Thailand,  Trinidad,  Uruguay,  Venezuela,  Yugoslavia,  and 
Zimbabwe. 


Oracle  has  various  computers  installed  at  its  headquarters  in 
Belmont. 
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COMPANY  PROFILE 


ORACLE  SYSTEMS  CORPORATION 
20  Davis  Drive 
Belmont,  CA  94002 
(415)  598-8000 


Lawrence  J.  Ellison,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees;  1,072 
Total  Revenue,  Fiscal  Year  End 
5/31/87:  $131,271,000 


THE  COMPANY 

• Oracle  Systems  Corporation  was  originally  founded  in  June  1977  as  Relational 
Software,  Inc.  In  January  1 983  the  company  name  was  changed  to  Oracle 
Corporation  to  better  identify  with  its  well  known  ORACLE®  relational  data 
base  management  software  product.  In  June  1 985  Oracle  Systems  Corporation 
was  formed  as  the  parent  company  of  Oracle  Corporation.  Oracle  continues 
to  develop  and  market  data  base  management,  applications  development,  and 
decision  support  software  products. 

• In  March  1986  Oracle  made  an  Initial  public  offering  of  2.1  million  shares  of 
Oracle  common  stock.  One  million  shares  were  offered  by  Oracle  Systems 
Corporation  and  the  remaining  l.l  million  shares  by  selling  shareholders.  Net 
proceeds  of  approximately  $14  million  will  be  used  for  repayment  of  notes 
payable  and  for  general  corporate  purposes  including  continued  product  devel- 
opment and  possible  acquisitions  of  related  businesses  or  software  products. 

• Oracle's  fiscal  1987  revenue  reached  $131.3  million,  a 137%  Increase  over 
fiscal  1986  revenue  of  $55.4  million.  Net  income  Increased  165%  from  $5.9 
million  In  fiscal  1986  to  $15.6  million  In  fiscal  1987.  A five-year  financial 
summary  follows: 
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ORACLE  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


(a) 


Restated  to  reflect  a 2-for-l  stock  split  effected  in  March  I 987. 

Oracle  management  attributes  revenue  increases  in  fiscal  1987  and  1986 
primarily  to  increases  in  the  numbers  of  customers  and  installations  of  the 
company's  products.  Some  of  the  increase  from  fiscal  1986  to  fiscal  1987 
resulted  from  the  unbundling  of  the  company's  products  and  the  implied  price 
increase  that  the  unbundling  represented. 


The  company's  products  and  customer  base  has  broadened  significantly 
during  the  past  three  fiscal  years  as  the  company  increased  the  number 
of  computers  and  operating  systems  on  which  ORACLE  operates. 
Licenses  for  use  on  DEC  minicomputers,  although  increasing  in  number, 
have  declined  from  approximately  two-thirds  of  new  license  revenues 
in  fiscal  1985  to  approximately  one-half  of  new  license  revenues  in 
fiscal  1987.  Over  the  same  period,  revenues  from  new  licenses  for  use 
on  IBM  mainframes  and  microcomputers  have  increased  from  a small 
percent  of  revenues  for  fiscal  I 985  to  approximately  one-sixth  of  new 
license  revenues  for  fiscal  1987. 


Research  and  development  expenditures  (prior  to  the  effect  of  capitalized 
amounts)  were  approximately  $13  million,  $7  million,  and  $3.9  million  in  fiscal 
1987,  1986,  and  1985,  respectively. 

Revenue  for  the  three  months  ending  August  31,  1987  increased  134%  from 
$17.6  million  to  $41.3  million.  Net  income  increased  from  $127,000  to  $3.2 
million  for  the  same  period. 

o 
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As  of  May  31,  1987,  Oracle  had  1,072  full-time  employees  segmented  as 
follows: 


Marketing  57 

Sales  and  services  782 

Research  and  development  125 

General  and  administrative  108 


1,072 

Employees  In  the  U.S.  numbered  576  while  the  remaining  496  employ- 
ees were  located  In  15  foreign  countries. 

• Major  competitors  of  Oracle's  data  base  management  software  Include  the 
following: 

IBM,  Culllnet  Software,  Inc.,  CIncom,  Software  AG,  and  Information 
Builders,  Inc.  In  the  IBM  mainframe  market. 

Relational  Technology,  Inc.,  DEC,  Data  General,  Sybase,  Computer 
Associates,  and  Cognos  In  the  minicomputer  market. 

Ashton-Tate  and  Information  Builders,  Inc.  In  the  microcomputer 
market. 

Unify  Corporation,  Informix,  and  Relational  Technology  In  the  UNIX- 
based  microcomputer  market. 

KEY  PRODUCTS  AND  SERVICES 


• Approximately  74%  of  Oracle's  fiscal  1987  revenue  was  derived  from  software 
product  license  fees,  10%  from  associated  maintenance  services,  and  16% 
from  consulting,  training,  and  other.  A three-year  summary  of  source  of 
revenue  follows: 


5/87 

5/86 

5/84 

Software  licenses 

74.0% 

76.5% 

83.6% 

Maintenance  services 

10.0 

10.5 

5.4 

Consulting,  training,  and 
other 

16.0 

13.0 

1 1.0 

1 00.0% 

1 00.0% 

1 00.0% 

• Oracle's  principal  product  Is  the  ORACLE  relational  data  base  management 
system.  ORACLE  allows  users  to  define,  retrieve,  manipulate,  and  control 
data  stored  In  a computer  using  the  IBM-compatible  SQL  nonprocedural 
language. 
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ORACLE  was  designed  and  written  to  make  it  adaptable  or  portable  to 
most  computer  hardware  and  operating  systems.  This  portability 
allows  customers  to  use  the  same  data  base  management  software  and 
user  interface  on  all  their  machines.  ORACLE  has  been  ported  to  a 
variety  of  microcomputers,  minicomputers,  and  mainframes,  as  shown 
in  the  exhibit. 


The  company  released  the  latest  version  of  ORACLE,  ORACLE  Version 
5,  during  the  second  quarter  of  calendar  1 986  and  plans  to  release  a 
new  version  during  fiscal  1988. 


During  calendar  1986,  the  company  introduced  SQL*Net‘’"“-for  ORACLE 
Version  5.  SQL*Net  makes  it  possible  for  an  ORACLE  application 
running  on  one  machine  to  access  its  local  data  base  and  simultaneously 
access  remote  data  bases  on  other  machines  running  ORACLE  any- 
where within  a communications  network. 


SQL*Star^-“-,  the  company's  distributed  data  base  architecture 
announced  in  September  1986  with  ORACLE  Version  5.1,  allows 
customers  to  write  applications  that  operate  on  data  distributed  across 
multiple  ORACLE  data  bases.  Version  5.1  of  SQL*Star  supports  fully 
distributed  queries  to  the  data  base  and  also  supports  SQL*Connect,  an 
announced  but  not  yet  shipped  product  that  is  designed  to  be  a gateway 
to  non-ORACLE  data  bases.  SQL*Connect,  which  will  initially  support 
IBM's  DB2  and  SQL/DS,  will  allow  applications  to  distribute  data 
between  ORACLE  and  non-ORACLE  data  bases. 

In  April  1987,  the  company  announced  and  began  to  ship  an  MS-DOS- 
based,  microcomputer  port  of  ORACLE  Version  5.1,  including  Its 
SQL*STAR  components.  This  product  allows  customers  to  use  the 
company's  distributed  data  base  technology  across  networks  of  compu- 
ters Including  IBM  and  compatible  microcomputers. 


The  price  for  a microcomputer  version  of  ORACLE  ranges  from  $1,000 
to  over  $24,000.  A minicomputer  or  mainframe  version  ranges  In  price 
from  $12,000  to  approximately  $160,000.  Some  site  discounts  for 
multiple  licenses  are  available.  Maintenance  services  are  available  at 
a cost  of  12%  to  17%  of  the  current  list  price  per  year.  Maintenance 
services  include  technical  support,  system  updates,  and  user  documen- 
tation. 


The  company  currently  offers  five  applications  development  productivity  tools 
as  separate  products  to  be  used  as  add-ons  to  ORACLE  Version  5.  These  tools 
include  the  following: 

SQL*Forms''’“helps  users  create  applications  by  means  of  a question 
and  answer  dialogue  involving  no  traditional  programming  languages. 

SQL*Plus''’“  makes  it  possible  for  users,  with  just  a few  commands,  to 
format  the  results  of  SQL  queries  into  reports  with  page  and  column 
headings. 
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SOFTWARE  OPERATING  ENVRONMENTS 


MANUFACTURER 

MODEL 

OPERATING 

SYSTEM 

Mainframe 

Control  Data  Corporation 

Cyber  990E,  995E, 

NOSA/E 

IBM  (and  compatible) 

840A,  860A,  870A 
370,  43xx,  30xx 

VM/CMS,  MVS 

Digital  Equipment  Corporation 

VAX 

(UTS  System  V) 
VMS,  ULTRIX 

Honeywell  Bull 

DPS  8,  88,  90 

GCOS8 

Minicomputer 

American  Telephone  & Telegraph  Co. 

3B5,  3B15,  3B20 

UNIX 

Control  Data  Corporation 

Cyber  930-11,  930-31 

NOSA/E 

Data  General  Corporation 

MV  Series 

AOS/VS 

Digital  Equipment  Corporation 

VAX 

VMS,  ULTRIX 

Encore  Computer  Corporation 

Multimax 

UNIX 

Harris  Corporation 

600-1000,  HCX,  MCX 

VOS,  UNIX 

Hewlett-Packard  Company 

9000  Series  300,  500,  800 

HP/UX 

Honeywell  Bull 

DPS  6,  6 Plus,  7,  7000,  XPS  100 

GCOS  6,  GCOS  7, 

IBM 

System/88 

HVS,  UNIX 
VOS 

Nixdorf  Computer  A.G. 

Targon 

UNIX 

Plexus  Computers,  Inc. 

PI  5,  P20,  P35,  P60,  P70 

UNIX 

Prime  Computer,  Inc. 

50  Series,  EXL  316 

Primes,  UNIX 

Pyramid  Technology  Corp. 

90x,  98x,  9810,  9820 

OSx 

Sequent  Computer  Systems,  Inc. 

Balance,  Symmetry 

DYNIX 

Stratus  Computer,  Inc. 

System  32  family 

VOS 

Unisys  Corp. 

5000/7000 

UNIX 

Wang  Laboratories,  Inc. 

VS  family 

VS 

Microcomputer  and  Personal  Computer 

Apollo  Computer  Inc. 

Domain  Series 

Aegis 

Altos  Computer  Systems 

3068 

UNfx 

American  Telephone  & Telegraph  Co. 

3B2/300-400X 

UNIX 

Compaq  Computer  Corp. 

Deskpro  286,  386,  Portable 

MS-DOS 

Convergent  Technologies 

286,  Portable  II 
Miniframe,  Mighty  Frame 

CT/IX 

Digital  Equipment  Corporation 

Micro-VAX,  VAXmate 

Micro  VMS,  MS-DOS 

Harris  Corporation 

AT 

MS-DOS 

Honeywell  Bull 

PC-AP 

MS-DOS 

IBM 

PC/XT  286,  PC/AT,  PS/2, 

MS-DOS,  AIX, 

RTPC 

XENIX 

ITT 

ATW 

MS-DOS 

Motorola  Computer  Systems 

Series  8000,  S2000 

UNIX 

NCR  Corporation 

Tower  Series 

UNIX 

NEC  Corporation 

APC IV  PC 

MS-DOS 

SOTA 

Mothercard  5.0 

MS-DOS 

Sun  Microsystems,  Inc. 

Sun  2,  3 

UNIX 

Unisys  Corp. 

PC  IT 

MS-DOS 

Zenith  Data  Systems,  Inc. 

2-248 

MS-DOS 

boTS 
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SQL*Report^**’makes  it  possible  for  users  to  combine,  in  a single  report 
or  document,  both  text  and  the  results  of  SQL  queries. 

SQL*Menu^“‘makes  it  possible  for  a user  or  data  base  administrator  to 
design  and  maintain  menu  interfaces  to  the  ORACLE  data  base  for  use 
by  novice  or  infrequent  users. 

SQL*Design  Dictionary’’”'is  a design,  development,  and  documentation 
tool  that  aids  in  the  management  and  maintenance  of  applications 
developed  to  use  ORACLE. 


SQL*Forms,  SQL*Plus,  and  SQL*Report  are  available  on  all  of  the 
computers  and  operating  systems  on  which  ORACLE  Version  5 is  avail- 
able. SQL*Menu  and  SQL*Design  Dictionary  are  available  on  most  of 
the  significant  computers  and  operating  systems  on  which  ORACLE 
Version  5 is  available. 


Oracle  currently  offers  three  decision  support  products  as  separately  priced 
products  for  use  with  ORACLE. 


Products  include: 


SQL*Calc®  provides  a famil  iar  spreadsheet  interface  to 
ORACLE  and  gives  users  the  ability  to  enter  SQL  commands 
into  spreadsheet  cells  to  create,  retrieve,  and  modify  data  base 
data  directly  from  their  spreadsheet. 


SQL*Graph^“- gives  users  the  ability  to  generate  pie,  bar,  and 
line  graphs  from  the  data  in  their  ORACLE  data  base. 

Easy*SQlI''^‘  provides  a simple  interface  to  provide  casual  and 
novice  users  the  ability  to  build  and  use  ORACLE  data  bases 
without  having  to  learn  SQL  command  syntax. 


The  decision  support  products  are  currently  available  on  DEC  VAX 
minicomputers  using  the  VMS  operating  system  and  on  the  IBM  PC/XT, 
PC/AT,  PS/2,  and  compatible  microcomputers.  The  company  intends 
to  port  all  three  products  to  other  computer  models  and  plans  to  intro- 
duce additional  decision  support  products  in  the  future. 


Oracle  also  offers  the  Pro*  series  of  six  tools  that  allow  a programmer  to 
access  an  ORACLE  data  base  using  SQL  from  programs  written  in  traditional 
programming  languages. 

These  tools,  called  Pro*COBOL^“- , Pro*C"^“‘,  Pro*FORTRAN'^“-, 
Pro*Ada^“-,  Pro*PL/l®  , and  Pro*PascaF''^',  provide  programmatic 
interfaces  to  the  indicated  languages. 
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The  Pro*  series  of  tools  is  available  on  most  of  the  computers  and 
operating  systems  on  which  ORACLE  Version  5 is  available  (to  the 
extent  that  the  appropriate  language  is  supported  on  that  computer  and 
operating  system). 

To  date,  revenues  from  these  programmer  tools  have  been  minimal. 

• In  January  1986  Oracle  formed  its  Consulting  Services  Group  in  order  to 
emphasize  its  consulting  services  offerings.  Currently,  Oracle  provides  con- 
sulting services  on  a contract  basis  primarily  to  ORACLE  customers.  Services 
range  from  top-down  business  analysis  and  enterprise  modeling  through  data 
base  design,  application  implementation,  and  tuning. 

• Oracle  education  services  offer  a full  curriculum  of  courses  at  its  18  training 
centers  around  the  world. 

Courses  are  structured  around  functional  learning  paths,  with  classes 
designed  for  all  levels  of  system  user,  from  non-data  processing  profes- 
sionals to  application  analysts,  programmers,  and  data  base  administra- 
tors. 

Courses  include  in-depth  case  studies  and  hands-on  processing  exer- 
cises. 

Oracle  also  customizes  training  courses  to  meet  individual  customer 
needs  and  performs  on-site  training  using  the  customer’s  own  data  and 
applications. 

INDUSTRY  MARKETS 

• Oracle's  products  are  targeted  at  Fortune  1000  companies  and  other  similarly- 
sized  organizations  in  the  finance,  telecommunications,  and  government 
sectors. 

• Oracle  markets  Its  products  through  a direct  sales  force  In  the  U.S.  and 
through  17  wholly  owned  subsidiaries  and  14  independent  distributors  in 
foreign  countries. 

• Oracle  also  distributes  its  products  through  original  equipment  manufacturers 
(OEMs)  and  value-added  relicensors  (VARs)  that  combine  ORACLE  with  their 
hardware  or  software  products  and  redistribute  them  together. 

Computer  manufacturers  who  have  the  right  to  relicense  ORACLE 
under  agreements  with  the  company  include  Altos  Computer  Systems, 
American  Telephone  & Telegraph  Company,  Arete  Systems  Corpora- 
tion, Control  Data  Corporation,  Convex  Computer,  DatapoInt  Corpor- 
ation, Edge  Computers,  ELXSI  Systems,  Encore  Computer  Corporation, 
Harris  Corporation,  Honeywell  Information  Systems,  IBM  (for  the 
System/88  and  RT  PC  machines).  Motorola,  NCR  Corporation,  Plexus 
Computers,  Prime  Computer,  Pyramid  Technology  Corporation, 
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Sequent  Computer  Systems,  Stratus  Computer,  Toshiba  Corporation, 
Unisys  Corporation,  and  Xerox  Corporation. 

GEOGRAPHIC  MARKETS 

• Oracle  derived  approximately  53%  of  fiscal  1987  revenue  from  the  U.S.,  37% 
from  Europe  (36%  from  Oracle  subsidiaries  and  1%  from  distributors),  and  the 
remaining  10%  from  Canada  and  other  foreign  countries  (8%  from  Oracle 
subsidiaries  and  2%  from  distributors).  A three-year  summary  of  source  of 
revenue  follows  ($  thousands): 


Fiscal  Year 

5/87 

5/£ 

!6 

5/ 

85 

Item 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Domestic  operations 

$69,851 

53% 

$36,022 

65% 

$15,620 

68% 

Foreign  distributors 
Europe 

1,172 

1 

550 

1 

754 

3 

Other 

2,897 

2 

1,294 

2 

1,252 

5 

European  operations 

47,892 

36 

15,958 

29 

5,533 

24 

Other  operations 

9,459 

8 

1,559 

3 

- 

- 

Total 

$131,271 

100% 

$55,383 

100% 

$23,159 

1 00% 

• Oracle  maintains  offices  in  the  following  U.S.  metropolitan  areas:  Belmont, 
San  Francisco,  and  Los  Angeles  (CA);  Seattle;  Minneapolis;  Denver;  Cleveland; 
Cincinnati;  Washington,  D.C.;  St.  Louis;  Atlanta;  Rochester  and  New  York 
(NY);  Philadelphia;  Iselin  (NJ);  Boston;  Houston;  Dallas;  Detroit;  and  Chicago. 

• Seventeen  wholly  owned  subsidiaries  market  and  support  Oracle  products  in 
Austria,  Australia,  Belgium,  Canada,  Denmark,  Finland,  France,  Hong  Kong, 
Ireland,  Japan,  Luxembourg,  Malaysia,  Mexico,  the  Middle  East,  the  Nether- 
lands, Norway,  People's  Republic  of  China,  Spain,  Sweden,  Switzerland,  the 
U.K.,  West  Africa,  and  West  Germany. 

• International  distributors  are  located  in  Argentina,  Brazil,  Canada,  Columbia, 
India,  Indonesia,  Israel,  Italy,  Japan,  Malaysia,  Korea,  New  Zealand,  Nigeria, 
Norway,  Philippines,  Taiwan,  Singapore,  Thailand,  and  Venezuela. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Oracle  has  various  computers  installed  at  its  headquarters  in  Belmont. 


8 of  8 

November  I 987 


©1987  by  INPUT,  Reproduction  Prohibited. 


INPUT 


COMPANY  PROFILE 


ORACLE  SYSTEMS  CORPORATION 

20  Davis  Drive 
Belmont,  CA  94002 
(415) 598-8000 


Lawrence  J.  Ellison,  President 
Public  Corporation,  OTC 
Total  Employees;  425  (2/86) 


Total  Revenue,  Fiscal  Year  End 


5/31/85;  $23’,  1 59,000 


THE  COMPANY 


Oracle  Systems  Corporation  was  originally  founded  in  June  1977  os  Relational 
Software,  Inc.  In  January  1983  the  company  name  was  clanged  to  Oracle 
Corporation  to  better  identify  with  its  well  known  ORACLE  relational  data 
base  management  software  product.  In  June  1985  Oracle  Systems  Corporation 
was  formed  as  the  parent  company  of  Oracle  Corporation.  Oracle  continues 
to  develop  and  market  data  base  management,  applications  development,  and 
decision  support  software  products. 

In  March  1986  Oracle  made  an  initial  public  offering  of  2.1  million  shares  of 
Oracle  common  stock.  One  million  shares  were  offered  by  Oracle  Systems 
Corporation  and  the  remaining  l.l  million  shares  by  selling  shareholders.  Net 
proceeds  of  approximately  $14  million  will  be  used  for  repayment  of  notes 
payable  and  for  general  corporate  purposes  including  continued  product 
development  and  possible  acquisitions  of  related  businesses  or  software 
products. 

Oracle's  fiscal  1985  revenue  reached  $23.2  million,  an  82%  increase  over 
fiscal  1984  revenue  of  $12.7  million.  Net  income  increased  12%  from  $1.4 
million  in  fiscal  1984  to  $1.6  million  in  fiscal  1985.  A five-year  financial 
summary  follows; 
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ORACLE  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


• Revenue  for  the  nine  months  ending  February  28,  1986  increased  134%  from 
$14.7  million  to  $34.5  million.  Net  income  increased  from  $79,000  to  $3.3 
million  for  the  same  period. 


• Product  development  expenditures  were  approximately  $3,886,000, 
$2,009,000,  and  $1,287,000  in  fiscal  1985,  1984,  and  1983,  respectively. 

• As  of  February  28,  1986,  Oracle  had  425  employees,  segmented  as  follows: 


Marketing,  sales,  and  support 
Product  development 

292 

79 

General  and  administrative 

54 

425 

Employees  in  the  U.S.  numbered  283  while  the  remaining  142 
employees  were  located  in  I 1 foreign  countries. 

• Major  competitors  of  Oracle's  data  base  management  software  include  the 
following: 

IBM,  Cullinet  Software,  Inc.,  and  Information  Builders,  Inc.  in  the  IBM 
mainframe  market. 

Relational  Technology,  Inc.,  DEC,  Data  General,  and  Cognos  in  the 
minicomputer  market. 

a 
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Ashton-Tate  Corporation  and  Information  Builders,  Inc.  in  the  micro- 
computer market. 

Unify  and  Relational  Database  Systems,  inc.  in  the  UNIX  micro- 
computer market. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  89%  of  fiscal  1985  revenue  was  derived  from  software  (90% 
from  license  fees  and  royalties  and  10%  from  maintenance).  The  remaining 
I 1%  was  derived  from  consulting  and  education  and  training  services  associ- 
ated with  its  software  products. 

• Oracle's  principal  product  is  the  ORACLE  relational  data  base  management 
system.  ORACLE  allows  users  to  define,  retrieve,  manipulate,  and  control 
data  stored  in  a computer  using  the  IBM  compatible  SQL  nonprocedural 
language. 

The  company  currently  includes  four  applications  development  produc- 
tivity tools  with  ORACLE  Version  4 licenses.  These  four  tools  include 
Applications  Generator,  Report  Generator,  Document  Preparation 
Language,  and  Data  Dictionary. 

. Oracle  plans  to  market  an  enhanced  form  of  its  Applications 
Generator,  separately  priced,  beginning  with  ORACLE 
Version  5.  The  separately  priced  product  will  be  called 
SQL*Forms. 

. Another  separately  priced  applications  development  tool, 
Easy*SQL,  is  currently  under  development.  Easy*SQL  is  an 
interface  to  ORACLE  for  infrequent  or  beginning  users. 

. ORACLE  Version  4 includes  a tool  for  connecting  ORACLE  data 
bases  residing  on  IBM  PC/XT  and  PC/AT  microcomputers  with 
ORACLE  data  bases  on  DEC  VAX  minicomputers  using  the  VMS 
operating  system,  or  IBM  mainframes  using  the  VM  operating 
system.  Oracle  plans  to  extend  this  data  base  connectability 
during  1986  for  ORACLE  Version  5 with  a product  called 
ORACLE*Net.  ORACLE*Net  will  make  it  possible  for  an 
ORACLE  application  running  on  one  machine  to  access  its  local 
data  base  and  simultaneously  access  remote  data  bases  on  other 
machines  networked  to  the  first.  ORACLE*Net  is  currently  in 
advanced  stages  of  beta  testing. 

ORACLE  was  designed  and  written  to  make  it  adaptable  or  portable  to 
most  computer  hardware  and  operating  systems.  This  portability 
allows  customers  to  use  the  same  data  base  management  software  and 
user  interface  on  all  their  machines.  ORACLE  has  been  ported  to  a 
variety  of  microcomputers,  minicomputers,  and  mainframes,  as  shown 
in  the  exhibit.  The  price  for  a microcomputer  version  ranges  from 
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EXHIBIT 

ORACLE  SYSTEMS  CORPORATION 
SOFTWARE  PRODUCT  OPERATING  ENVIRONMENTS 


MANUFACTURER 

MODEL 

OPERATING 

SYSTEM 

Mainframe 

IBM  (and  IBM  Compatibles) 

370,  43XX,  30XX 

VM/CMS,  MVS 
(UTS  System  V) 

Honeywell  Information  Systems,  Inc. 

DPS  6/95 

GCOS 

Minicomputer 

AT&T 

3B5,  3B20 

UNIX 

Data  General 

MV  Series 

AOS/VS,  DG/UX 

DEC 

VAX,  PDP-11 

VMS,  UNIX,  RSX 

Harris  Corp. 

600-1000 

VOS 

Hewlett-Packard  Company 

9000  Model  500/300 

HP/UX 

Honeywell 

DPS  6/40,  6/45 

GCOS 

IBM 

System  88 

VOS 

Pyramid  Systems 

90X 

OS/x 

Stratus  Computer,  Inc. 

16 

VOS 

Microcomputer 

Apollo  Computer  Inc. 

Domain  Series 

Aegis 

AT&T 

3B2/300-400X 

UNIX 

Convergent  Technologies 

Miniframe,  Megaframe,  Mightyframe 

CT/IX 

DEC 

Micro-VAX 

Micro  VMS 

Four-Phase  Systems,  Inc. 

S2000 

UNIX 

Honeywell 

DPS  6/10 

GCOS 

IBM 

PC/XT,  PC/AT,  RT  PC/AT 

PC-DOS,  MS-DOS 

NEC 

APC  1 1 1 PC 

MS-DOS 

Sperry  Corp. 

5000/7000 

UNIX 

Texas  Instruments  Incorporated 

Professional 

MS-DOS 

Wang  Laboratories,  Inc. 

PC 

MS-DOS 
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$1,000  to  $24,000.  A minicomputer  or  mainframe  version  ranges  in 
price  from  $12,000  to  $160,000. 

Some  site  discounts  for  multiple  licenses  are  available.  Mainte- 
nance services  are  available  at  a cost  of  12.5%  to  17^  of  the 
current  list  price  per  year.  Maintenance  services  include 
technical  support,  system  updates,  and  user  documentation. 

Oracle's  direct  sales  force  has  licensed  ORACLE  to  more  than  800 
companies  worldwide.  As  of  November  30,  1985,  software  licensed 
through  Oracle's  direct  sales  force  was  installed  on  approximately 
1,700  minicomputers  and  mainframes  and  more  than  3,000  micro- 
computers. 

Oracle  began  initial  releases  of  ORACLE  Version  5 in  February  1986. 

Oracle  is  currently  introducing  two  decision  support  tools  as  separately  priced 
products  for  use  with  ORACLE. 

SQL*Calc  is  a spreadsheet  interface  to  ORACLE  that  allows  users  to 
enter  SQL  commands  into  spreadsheet  calls  to  create,  retrieve  and 
modify  data  base  data  directly  from  their  spreadsheets.  SQL*Calc  is 
currently  available  only  on  the  IBM  PC/XT  and  PC/AT  and  compatible 
microcomputers. 

SQL*Graph  allows  users  to  generate  pie,  bar,  and  line  graphs  from  data 
in  their  ORACLE  data  base.  SQL*Graph  is  currently  available  only  on 
DEC  VAX  minicomputers  using  the  VMS  operating  system. 

Oracle  plans  to  port  both  products  and  future  decision  support  products 
to  other  computer  models.  Pricing  for  these  products  is  based  on  the 
computer  model  ORACLE  is  licensed  for.  For  minicomputers  and 
mainframes,  SQL*Calc  and  SQL*Graph  will  cost  approximately  15% 
and  10%  of  the  ORACLE  license  fees,  respectively.  For  micro- 
computers, SQL*Calc  will  cost  approximately  30%  and  SQL*Graph 
approximately  20%. 

Oracle  developed  IBM's  SQL/RT  relational  data  base  management  system  for 
the  IBM  RT  PC  announced  in  January  1986.  Oracle  is  currently  porting  six 
add-on  products  to  run  with  SQL/RT.  The  six  separately  priced  packages 
Oracle  will  sell  directly  are; 

Pro*FORTRAN  is  a precompiler  that  allows  programmers  to  embed 
SQL  data  base  language  statements  in  their  FORTRAN  programs. 
Pro*FORTRAN  will  cost  $600. 

Pro*SQL  is  a general  purpose  programming  call  interface  to  SQL/RT 
that  allows  programmers  to  access  SQL/RT  from  a variety  of  languages 
supported  on  the  IBM  RT  PC.  Pro*SQL  will  cost  $600. 
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SQL*IAF  (Interactive  Application  Facility)  is  an  applications  generator 
and  run  time  system  for  forms  based  applications.  SQL*IAF  will  cost 
$2,000. 

SQL*RPT  is  a report  writer  and  formatter  for  use  with  SQL/RT. 
SQL*RPT  will  cost  $600. 

SQL*Calc  is  currently  available  for  the  IBM  PC/XT,  PC/AT,  and  RT 
PC/AT.  Oracle  is  in  the  process  of  porting  SQL*Calc  to  the  RT  PC. 
SQL*Calc  will  cost  $2,000. 

SQL*Link  is  a micro  to  mainframe  link  that  allows  transfer  of  data 
base  information  between  SQL/RT  on  the  RT  PC  and  the  ORACLE 
relational  data  base  management  system  running  on  IBM  PCs  and  other 
mainframes  and  minicomputers.  SQL*Link  will  cost  $600. 

Pro*SQL  and  SQL*Link  will  become  available  for  the  RT  PC  during  the 
second  quarter  of  1986.  Pro*FORTRAN,  SQL*IAF,  SQL*RPT,  and 
SQL*Calc  for  the  RT  PC  will  be  available  during  the  third  quarter  of 
1986. 

• In  January  1986  Oracle  formed  its  Consulting  Services  Group  in  order  to 
emphasize  its  consulting  services  offerings.  Currently,  Oracle  provides 
consulting  services  on  a contract  basis  primarily  to  ORACLE  customers. 
Among  other  consulting  services,  Oracle  will  assist  customers  in  building  their 
first  applications.  Oracle  plans  to  extend  its  consulting  services  to  non- 
ORACLE  customers. 

• ORACLE  software  licenses  include  free  training  units.  Additional  training 
units  are  available  for  a fee.  Hands-on  instruction  is  provided  at  Oracle 
training  centers  located  in  Bethesda  (MD),  Chicago,  New  York,  Los  Angeles, 
and  San  Francisco. 

INDUSTRY  MARKETS 

• Oracle  derived  approximately  20%  of  fiscal  1985  revenue  from  its  OEMs  and 
VARs,  9%  from  U.S.  and  foreign  governments,  and  the  remaining  71%  from 
across  all-industry  sectors.  Foreign  distributors  accounted  for  approximately 
9%  of  fiscal  1 985  revenue. 

• Oracle's  products  are  targeted  at  Fortune  500  companies  and  other  similarly- 
sized  organizations  in  the  finance,  telecommunications,  and  government 
sectors. 

• Oracle  markets  its  products  through  a direct  sales  force  in  the  U.S.  and 
through  9 wholly  owned  subsidiaries  and  12  independent  distributors  in  foreign 
countries. 

• Oracle  also  distributes  its  products  through  original  equipment  manufacturers 
(OEMs)  and  value-added  relicensors  (VARs)  that  combine  ORACLE  with  their 
hardware  or  software  products  and  redistribute  them  together. 
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Computer  manufacturers  who  have  the  right  to  relicense  ORACLE 
include  IBM,  Xerox  Corporation,  Sperry  Corporation,  Honeywell,  Prime 
Computer,  Inc.,  Stratus  Computers,  Inc.,  and  Toshiba  Corporation. 

The  Oracle  Alliance  program  for  VARs  was  introduced  in  late  1985. 
More  than  32  VARs  have  been  licensed. 

• Oracle  has  formed  co-marketing  agreements  with  several  hardware  manufac- 
turers. Co-marketing  agreements  may  include  joint  Oracle  software  sales 
literature,  commission-splitting,  joint  referral,  and  other  features. 
Companies  with  Oracle  co-marketing  agreements  include  AT&T,  Data 
General,  Hewlett-Packard,  and  Pyramid. 

GEOGRAPHIC  MARKETS 

• Oracle  derived  approximately  67%  of  fiscal  1985  revenue  from  the  U.S.,  27% 
from  Europe  (24%  through  Oracle  subsidiaries  and  3%  from  distributors),  and 
the  remaining  6%  from  Canada  and  other  foreign  countries. 

Oracle  maintains  12  field  offices  in  the  U.S.  These  sales  and  support 
groups  are  located  in  Atlanta,  Boston,  Chicago,  Dallas,  Denver, 
Detroit,  Houston,  Los  Angeles,  New  York,  San  Francisco,  Seattle,  and 

Washington,  D.C. 

Nine  wholly  owned  subsidiaries  market  and  support  ORACLE  products 
in  Austria,  Germany,  the  Benelux  countries,  Scandinavia,  Switzerland, 
the  Middle  East,  Canada,  the  United  Kingdom,  France,  Ireland,  and 
Japan. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Oracle  has  the  following  equipment  installed: 

I IBM  4341;  VM,  MVS. 

3 AT&T  3B  Series;  UNIX  System  5. 

I Data  General  MV  8000;  AOS/VS. 

I DEC  VAX  8650;  VAX/VMS. 

I DEC  VAX  8600;  VAX/VMS. 

I DEC  VAX  I 1/785;  VAX/VMS. 

I Hewlett-Packard  9000  Model  500;  HP/UX. 

I Prime  8850;  PRIMOS. 

I Pyramid  90X;  OS/x. 

1 Convergent  Technology  Megaframe;  CT/IX. 

I Convergent  Technology  Miniframe;  CT/IX. 

I Convergent  Technology  Mightyframe;  CT/IX. 

3 DEC  Micro  VAX  lls;  VAX/VMS. 

Various  microcomputers,  terminals,  and  workstations. 
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